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Foreword 



The problems of displaced adults have received increasing attention in the 1980s, 
as social, technological, and economic changes have changed the lifestyles of mil- 
lions of Americans. Displaced adults are workers who have lost jobs through no 
fault of their own, or homemakers who have lost their major source of financial 
support. 

In October 1983 OTA was asked by the Senate Committee on Finance and the 
Senate Committee on Labor and Human Resources to assess the reasons and out- 
look for adult displacement, to evaluate the performance of existing programs to 
serve displaced adults, and to identify options to improve service. In June 1984, 
the House Committee on Small Business asked OTA to include in the study an ex- 
amination of trends in international trade and their effects on worker displacement. 

Worker displacement will continue to be an important issue for the remainder 
of the decade and beyond, as the U.S. economy adapts to rapid changes in inter- 
national competition, trade, and technology. While increasing automation and other 
industry adjustments to new competitive forces benefit the Nation as a whole, they 
do mean that millions of workers are displaced. The report shows that changes 
occurring in trade and technology mean that people whose work involves mainly 
routine manual and mental tasks, particularly in manufacturing, are vulnerable 
to displacement. Tasks, jobs, and processes that are highly dependent on semiskilled 
labor are those most likely to be moved offshore, lost to import penetration, or auto- 
mated. As a result, less educated and less skilled workers are overrepresented among 
the displaced, and are unlikely to qualify for highly skilled technical, professional, 
or managerial positions which are less vulnerable to displacement. 

This report concentrates on the problems of displaced blue-collar and nonpro- 
fessional white-collar workers. These workers are likely to face extended periods 
of unemployment, loss of health insurance and retirement benefits, and reemploy- 
ment only in a new job with lower pay. For many semiskilled blue-collar workers 
the best route back to a good job is retraining, although even with retraining, ini- 
tial wages are often lower than on the old jobs. Most displaced workers can bene- 
fit substantially from other reemployment services, such as job search assistance, 
counseling, and job development. Relocation assistance is appropriate for some. 
This report gives an overview of Federal programs that provide such services, and 
evaluates the extent to which both private and public programs are meeting the 
needs of displaced workers. It also includes an assessment of the extent to which 
adult educational systems and new educational technologies can help displaced 
workers and homemakers prepare for new jobs. In many cases, this preparation 
involves basic education, an area where technologies such as Computer Aided In- 
struction and interactive videodisks are especially promising. 

OTA thanks the many people— advisory panel members, government officials, 
reviewers, and consultants— for their assistance. As with all OTA studies, the infor- 
mation, analyses, and findings of this report are solely those of OTA. 




JOHN H. GIBBONS 
Director 
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Chapter 1 

Summary 



OVERVIEW 



In the past few years , millions of American 
workers have lost their jobs because of struc- 
tural changes in the U.S. and world economies. 
Some of them— especially younger workers 
with skills in demand or the right educational 
background— have little trouble finding new 
jobs. Others— hundreds of thousands a year- 
remain out of work for many weeks or months, 
even for years. Many of the displaced are 
middle-aged unskilled or semiskilled manu- 
facturing workers, with long and stable job his- 
tories. Given the pace of technological and 
structural economic change, they are being left 
behind. 

These forces are also responsible for the loss 
of job opportunities for many younger work- 
ers. As U.S. firms automate, producing more 
goods with fewer people, or move production 
overseas, or fail to keep up with international 
rivals, they create fewer new manufacturing 
jobs. Indeed, in tome industries » it will be im- 
possible even to mstatain current levels of em- 
ployment. In the United States, one of the most 
open and attractive markets in the world, com* 
petition is forcing change at a rapid pace, re- 
cently accelerated by the strong dollar. Mech- 
anisms for adjustment— such as job training 
programs and education for adults— have not 
kept up. 

Over the 5 years from 1979 to 1984, 11*5 mil- 
lion American workers lost jobs because of 
plant shutdowns or relocations* rising produc- 
tivity, or shrinking output. Of these 11.5 mil- 
lion workers, 5.1 million had held their former 
jobs for 3 years, and were counted as displaced 
by the U.S. Bureau of Labor Statistics (BLS). 
In 1984, 1.3 million of these displaced work- 
ers were still unemployed, joining the millions 
of others seeking work during a recovery that 
has not yet pushed the civilian unemployment 
rate below 7 percent. Another 730,000 of the 
displaced had dropped out of the labor force 
and were no longer counted as unemployed. 



Of those who found new jobs, at least half took 
cuts in earnings. 

Although manufacturing now accounts for 
less than 20 percent of U.S. employment, 
nearly half of all workers displaced from 1979 
to 1984 worked in manufacturing industries, 
especially those hard hit by international com- 
petition (such as steel, automobiles, industrial 
equipment, textiles, and apparel). The service 
jobs that the U.S. economy has created in the 
past few years are not equivalent to the old 
manufacturing jobs. In most, the pay is not as 
good (average hourly pay in the service sector 
was $7.52 in 1984, compared with $9.18 in 
manufacturing), and the better service jobs re- 
quire skills or education that most displaced 
workers do not have. 

There is broad consensus that displaced work- 
ers—and the cities and regions tnat have been 
hardest hit by displacement— should not have 
to bear the burdens of adjustment on their own. 
The Federal Government has supplemented its 
traditional employment programs with new as- 
sistance for displaced workers, mainly through 
Title HI of the Job Training Partnership Act of 
1982 (JTPA), Reports on the first 2 y3ars of 
operation show that JTPA programs are help- 
ing displaced workers find new jobs. However, 
it is likely that no more than 5 percent of eligi- 
ble displaced workers are being served. 1 Evi- 
dence is sparse on whether the program over- 
all is providing much in the way of vocational 
skills training. Retraining in basic educational 
skills is mostly neglected, although one-fifth or 
more of all adult workers probably need im- 
provement of their basic skills to get jobs with 
good possibilities for advancement. To help 



*The eligible population in 1983 was roughly 3 million work- 
ers, based on the BLS survey which found 11.5 million people 
had lost jobs due to employment cutbacks from 1979 to 1983. 
Although BLS defines only 5.1 million of these people as dis- 
placed, holding the former job for 3 years is not a requirement 
for eligibility. 
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provide the skilled work force that American 
industries need to maintain competitiveness in 
the world economy, the program will have to 
reach many more displaced workers, and em- 
phasize training— particularly basic skills train- 
ing—more strongly. 

One of the most effective ways to deliver 
services to displaced workers is through labor- 
management committees based in plants that 
are closing, and the best time to begin is be- 
fore layoffs occur. The combination of early 
warning of large layoffs and early, in-plant re- 
sponse has worked in Canada for 20 years, pro- 
viding effective reemployment help (not includ- 
: ii^ retraining) to most victims of plant closings 
at modest cost to the government (about $108 
per worker); A similar system in the United 
States probably would mean higher total JTPA 
spending, despite the low cost per worker, be- 
cause of greatly increased participation. How- 
ever, if participants are reemployed sooner, 
and at bettei jobs, than they otherwise would 
be; the benefits in higher tax revenues and 
lower costs of unemployment insurance could 
help offset program costs. 

. For many displaced workers, retraining is 
the best avenue to a good job with possibilities 
for advancement. In well-run projects, about 
20 to 3d percent of the displaced workers be- 
come interested in retraining and have the 
background to take advantage of it. Whether 
displaced workers are getting enough chances 
at training for new skills and occupations is 
uncertain; JTPA reporting is minimal. How- 
ever, the average of $768 to $895 spent per 
worker in the first years of the JTPA program 
would probably be inadequate to retrain many 
workers; programs that do emphasize a vari- 
ety of services, including vocational skills train- 
ing, commonly spend more than $2,000 per 
worker. Retraining is not for everyone. Many 
blue-collar workers who have drawn a pay- 
check for years simply do not want to go back 
to the classroom— especially if other jobs are 
available. Many others would need additional 
basic skills education before they could cope 
with technical training for better jobs. Still, 
strong emphasis on education and training for 



a substantial minority of people appears to be 
lacking. 

Remedial education for the large number {per- 
haps 20 percent) of displaced workers lacking 
basic skills is a clear but unmet need. A few 
displaced worker projects have found ways to 
offer remedial education very successfidly, but 
most do not attempt it. To get and hold well- 
paying jobs in an era of rapid technological 
change and intense global competition, all U.S. 
workers— not just displaced workers— need 
sound basic skills, including not only reading, 
writing, and quantitative reasoning, but com- 
munication skills and conceptual and problem- 
solving abilities. At the same time, these skills 
must be available if American industries are 
to compete with those of countries where la- 
bor is cheap and living standards are low rela- 
tive to those of the industrialized countries. 

Families and the public school system bear 
the main responsibility for providing good 
basic skills. However, as many studies have 
shown, too many of our young people emerge 
from public schools ill-equipped for work. Al- 
though it is much harder to repair the lack of 
basic skills later in life than to acquire them 
in the school years, some programs have dem- 
onstrated success. New educational technol- 
ogies offer considerable promise in helping 
adults overcome basic skills deficiencies. Strong 
support from the Federal, State and local gov- 
ernments and private employers is needed to 
give these efforts a better chance and to de- 
velop or adapt educational software for adults. 

Given the incentives leading U.S. firms to in- 
vest overseas and take advantage of cheap la- 
bor, or to use less labor at home, displacement 
is bound to continue. Manufacturing jobs— 
especially production jobs— will continue to de- 
cline as a fraction of total employment; they are 
likely to continue to decline in absolute num- 
bers as well. Within manufacturing, the most 
vulnerable jobs are those of unskilled and semi- 
skilled production workers. These jobs are not 
only the easiest to automate, they are also the 
easiest to move overseas. In all sectors of the 
economy, service as well as manufacturing, 
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manual labor and routine mental tasks are vul- 
nerable to computer-based technology. Through 
the rest of the century, pressures for adjust- 
ment will hit hardest at people holding these 
jobs. 

Another group of displaced people, with 
especially difficult problems of finding ade- 
quate jobs, is displaced homemakers. These are 
women whose main job has been home and 
family, but who must now support themselves 
because of divorce, widowhood, disability or 
long-term unemployment of their spouse, or 
ioss of eligibility for public assistance. Like 
workers displaced from factories and offices, 
they have lost their major source of income and 
face painful readjustment problems. The num- 
ber of displaced homemakers facing serious em* 
ployment problems is in the millions, and is 
growing. Federal assistance to displaced 
homemakers has been meager in the past, but 
recently was substantially increased in the Carl 
D. Perkins Vocational Education Act of 1984. 
Yet support for the programs serving this group 
is still small in relation to their numbers. Bar* 
riers to employment are higher for displaced 
homemakers than for mainstream displaced 
workers, because many have little experience 
in a paid job. Barriers to training are also high 
because most of these women have no unem- 
ployment insurance or other income cushion 
to see them through training. 

To meet the challenge of living with global 
competition while enhancing the quality of its 



citizens' lives, the United States will have to 
move on many fronts to upgrade the skills of 
its work force and to make the best use of the 
abilities of its people. This includes giving all 
Ameiicans a sound basic education; giving 
adult workers the opportunity to retrain later 
in life, in classrooms or in the workplace; de- 
signing jobs and organizing work to take best 
advantage of the skills people have or can ac- 
quire; and ensuring high-quality reemployment 
and retraining services to workers who find 
themselves in the wrong place at the wrong 
time, and become displaced. Responsibility for 
the success of such efforts is not just that of 
the Federal Government, but of local and State 
governments as well, working in cooperation 
with employers and the private sector. 

Policy options are discussed in chapter 2 of 
this report. These options include congres- 
sional actions that could facilitate more rapid 
response to displacement and quicker reem- 
ployment, enhancing both vocational and basic 
education and training in JTPA and other pro- 
grams, improv. . delivery of assistance to dis- 
placed homemcuv^rs, adjusting JTPA reporting 
requirements to give more timely information 
on program spending and services offered, im- 
proving labor market and occupational infor- 
mation, emphasizing research on the effects of 
technological change on jobs, and enhancing 
the contribution of instructional technologies 
in adult education and training. 



The Senate Committee on Finance and the 
Senate Committee on Labd and Human Re- 
sources requested that the Office of Technol- 
ogy Assessment (OTA) undertake an assessment 
of the causes of and remedies for displacement. 
The committees requested that special atten- 
tion be given to the role of technology as a 
cause of displacement, and that the assessment 
explore the potential of instructional technol- 
ogy for retraining workers who need new skills 
or basic education to find good new jobs. In 



addition, these committees asked that OTA as- 
sess the extent to which occupational forecasts 
made by the BLS incorporate and adjust for 
technological change. A subsequent request, 
made by the House Committee on Small Busi- 
ness, asked OTA to focus particularly on the 
role of trade in causing displacement, and o 
examine how trade affects employment in gen- 
eral. In response to these congressional inter- 
ests, OTA undertook a study to answer tLj fol- 
lowing general questions: 
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• How does technological change displace 
workers, and who is displaced by labor- 
saving machinery? What kinds of people 
and industries are most likely to be af- 
fected by labor-saving technologies? 

• How do trade and offshore production af- 
fect employment in different sectors in the 
United States? What kinds of workers and 
industries are most likely to be adversely 
affected by trade and relocation of produc- 
tion to offshore sites? 

• How do reemployment programs perform 
in finding new jobs for eligible workers? 
What kinds of services are offered, and 
how effective are different types of pro- 
grams and services? 

• To what extent do adult educational insti- 
tutions serve the needs of displaced peo- 
ple or help adults prepare for job and ca- 
reer changes, and avoid displacement? 
What are the roles of government and the 
private sector in retraining and educating 
displaced adults? 

• What contribution could new technologies 
for training and education make in help- 
ing people to develop new skills and over- 
come basic skills problems? 

To address these questions, OTA investi- 
gated industries affected by either significant 
foreign competition or changing technologies, 
or both, to find out how these changes affected 
workers, numbers of job opportunities, and the 
quality of jobs in the industries. National dis- 
placed worker programs and individual proj- 
ects, public and private, were examined to 
determine what kinds of workers are being 
assisted, what kind of assistance is given, and 
how well the assistance succeeded in finding 
new employment and minimizing the costs of 
displacement. The educational requirements of 



displaced adults were assessed, as were the 
abilities of existing adult education institutions 
and instructional technologies in the public 
and private sectors to help workers avoid dis- 
placement, by preventive training and by up- 
grading the skills of the work force, OTA ex- 
amined the ability of the so-called high- 
technology manufacturing sectors to replace 
jobs lost in other sectors. Finally, OTA assessed 
the overall employment trends in the United 
States and their impact on the performance of 
displaced worker programs and projects. 

The Senate Committee on Labor and Human 
Resources also requested that OTA, in addition 
to assessing worker displacement, assess the 
problems and needs of displaced homemakers; 
To satisfy this request, OTA analyzed data 
from the Bureau of the Census in order to esti- 
mate the number and characteristics of dis- 
placed homemakers and assessed the structure 
and performance of national programs and in- 
dividual projects for displaced homemakers. 

Specific policy options were identified which 
might improve the system of assistance for dis- 
placed workers, and help employed workers 
make job and career transitions. In addition, 
OTA identified some policy options that ad- 
dress occupational forecasting and research on 
the employment effects of government-spon- 
sored research. Because the report focuses pri- 
marily on displacement, other kinds of policy, 
such as overall labor policy, industrial policy, 
trade policy, and macroeconomic policy were 
not addressed specifically. While trade, indus- 
trial adjustment, and macroeconomic perform- 
ance do affect employment and displacement, 
policies in these areas have other consequences 
and objectives than affecting employment. 



DISPLACED WORKERS: D! 

Worker displacement is a continuing prob- 
lem in a growing, dynamic economy. In the in- 
dustrialized world, conditions of production 
and competition are constantly changing: new 
production technologies are developed, new 



UTION AND DESCRIPTION 

products are made, and old products and tech- 
niques fall by the wayside. New competitors 
enter the field, forcing existing enterprises to 
adjust or go out of business. Increasingly, this 
competition is international. The number of 



ERLC 



15 



Ch. 7— Summary ♦ 7 



countries whose products can hold their own 
in industrialized countries is growing. There 
is also a growing conviction that the pace of 
such change is accelerating: that the adjust- 
ments must be made more often, that the pres- 
sure to change before the competition changes 
is intensifying* Most experts agree that this dy- 
namism is good for the economy as a whole. 
The processes of competition and change al- 
low people to choose from a wider variety of 
goods and services, at lower cost, than would 
be possible in a static economy. 

However, technological change and world 
economic interdependence mean that millions 
of American workers are displaced, and some 
must make forced work transitions several 
times during their lives. Automation, chang- 
ing conditions of trade, offshore production, 
and changing consumption patterns have dis- 
placed millions of workers, and made it nec- 
essary for others to learn new skills, relocate, 
or change jobs. 

Between January 1979 and January 1984, 11.5 
million workers lost jobs due to plant closings 
or relocation, abolition of a position or a shift, 
or slack work. Of those, 5.1 million had had the 
job for at least 3 years, and were considered dis- 
placed according to a special survey conducted 
by the Census Bureau in January 1984 and ana- 
lyzed by BLS. This definition underestimates 
the number of displaced workers, primarily be- 
cause workers (such as younger workers and 
people who have just changed jobs) who have 
not held their former jobs for 3 years are not 
counted as displaced. However, it is inappro- 
priate to count all 11.5 million workers who 
lost their jobs during the period as displaced, 
because some of the loss of jobs— particularly 
that due to "slack work"— probably was cy- 
clical. 

By January 1984, 1.3 million of the 5.1 mil- 
lion displaced workers were still unemployed; 
some 500,000 had been unemployed for more 
than 27 weeks. About 730,000 people had left 
the labor force, some by choice but many out 
of discouragement or by retiring earlier than 
they might have wished. During the entire 5- 
year period, nearly one-fourth of the 5.1 mil- 



lion displaced workers were without work for ; 
more than a year. Many of the 3.1 million work- 
ers who were reememployed had experienced ; 
real difficulties finding new jobs. During the 
5 years, nearly one-third of those who found 
jobs and who reported their earnings had taken 
pay cuts of 20 percent or more, and over one- 
tenth of former full-time workers had taken 
part-time work. 2 ; 

Displaced workers are typically white males 
of prime working age with a steady work his- 
tory in a blue-collar job in the Midwest or 
Northeast. However, many other groups are ]; 
represented. One-third of displaced workers V 
are women; 12 percent are black; 18 percent 
are over 55. Forty percent of the full-time work 
force is female, 11 percent is black, and 12 
percent is over 55. Even though women are ac- 
tually underrepresented in the population of 
displaced workers, and black people are repre- 
sented in proportion to their share of the work 
force, these groups fared significantly worse 
than white men in regaining employment after 
being displaced. 

Less skilled and less educated workers are 
more likely to be displaced, and more likely to 
have trouble finding a new job. Among the 5.1 
million workers displaced from 1979 to 1983, 
the most overrepresented occupational group ? 
by far was machine operators, assemblers, and 
repairers, who comprised 22 percent of the dis- 
placed workers but only about 7.5 percent of 
the work force. Less likely to be displaced and 
more likely to find replacement jobs were pro- 
fessionals; executive, administrative and mana- 
gerial workers; technicians; salespeople; and 
service workers (figure 1-1), \ 

The occupational group most at risk (ma- 
chine operators, assemblers, and repairers) is 
concentrated in manufacturing, and indeed, 
manufacturing workers experienced job losses 
far out of proportion to their numbers. Nearly 
half the displaced workers were from manu- 
facturing, although manufacturing employs 



*Of the 3.1 million workers considered displaced according 
to the BLS definition who were reemployed by January 1984, 
2 million reported earnings in both the old and the new jobs. 
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Figure M.-Percentage of Displaced Workers and Percentage of Labor Force, by Occupation 

25 r 




less than 20 percent of the work force (figure 
1-2). The largest job losses occurred in nonelec- 
trical machinery, automobiles, primary metals, 
and textiles and apparel. Together, these four 
sectors accounted for nearly 21 percent of all 
displaced workers, although they employ only 
about 6 percent of the work force. 3 

Geographically, the hardest hit was the Great 
Lakes region— Michigan, Ohio, Indiana, Il- 
linois, and Wisconsin* This region accounted 
for 24 percent of the displaced, but only about 
18 percent of the work force. The Middle At- 
lantic area (New York, New Jersey, and Penn- 
sylvania) and the East South Central region 
(Mississippi, Alabama, Tennessee, and Ken- 
tucky) also had more than their share of dis- 



figures relating to percentages of the work force in different 
industries come from establishment data collected by States and 
compiled by the Bureau of Labor Statistics. This data comes from 
a survey of businesses with payrolls, and does not include peo- 
ple employed in agriculture or self-employed. The establishment 
data for 1984 pertained to 82 percent of the entire work force, 
or about 94 million people. 



placed workers (figure 1-3). Since these regions 
also are centers of manufacturing, this regional 
concentration is not surprising. 

Displaced workers are likely to experience 
prolonged unemployment* Of the 5.1 million 
workers displaced between January 1979 and 
January 1984, 43 percent were out of work for 
at least 27 weeks, and nearly one-fourth of them 
had periods of joblessness adding up to a year 
or more (figure 1-4). Many of these people are 
out of work long enough to exhaust unemploy- 
ment insurance and family savings. Of the 
nearly 2.5 million manufacturing workers dis- 
placed, less than 60 percent had found jobs as 
of January 1984; the rest had either dropped 
out of the labor force or were unemployed. 

The costs of displacement do not usually end 
with reemployment. Many displaced workers 
take jobs at lower pay and status than they had 
in their old jobs. Of the workers who reported 
their earnings in the Census Bureau survey, 45 
percent had taken a pay cut, and two-thirds of 
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Figure 1-2.— Displacement by Industry, 1979 to 1984, and Percentage of 
Total Labor Force Accounted for by Each Industry, 1979 
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those were earning less than 80 percent of their 
former income. Even workers who find jobs 
that pay as well as their former jobs may still 
lose earnings over time, for they might have 
received raises and adjustments for inflation 
if they had been able to keep the old job. The 
Congressional Budget Office found that, on 
average, displaced workers experience long- 
term wage losses, and the greater the worker's 
seniority in the old job, the greater the loss. 
Moreover, displaced workers lose benefits: 
health benefits usually stop, and pension ben- 
efits suffer. The loss of health benefits is a 
matter of urgent concern to many displaced 



workers. A score of bills in the 98th Congress 
proposed funding mechanisms for health in- 
surance for the unemployed, and three such 
bills have been introduced in the 99th Congress. 



The economic stresses of displacement take 
a toll in mental and physical health. Prolonged 
unemployment, which most displaced workers 
suffer, typically brings with it increases in 
stress, anxiety, depression, physical ailments, 
alcoholism, and family strife. While these emo- 
tional costs are difficult to quantify, they are 
very real. 
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Figure 1-3.— Percentage of Labor Force and Percentage of Displaced Workers, 

by Region, 1984 
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SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, unpublished data: and U.S. Department of Labor, Bureau 
of Labor Statistics, Employment and Earnings, various issues. 



Displacement, Employment, and 
the U.S. Economy 

Displacement can be devastating for commu- 
nities and regions as well as individuals. The 
decline of manufacturing has hit certain States 
and regions much harder than others. More- 
over, individual communities, and even whole 
regions, may remain depressed for years, as 
Appalachia did following the collapse of coal 
mining in the 1950s and 1960s. Large losses of 
employment have ripple effects in the commu- 
nity. A large layoff in one industry also affects 
workers in supplier industries and workers in 
local service establishments when laid-off 
workers reduce spending. For example, the 
unemployment rate of Michigan, in which 
thousands of workers were displaced from the 
automobile and related industries, was 10.4 
percent in March 1985, still well above the na- 
tional average nearly 2 years into an economic 
recovery (figure 1-5). 



Of course, if the economy— particularly the 
local economy— is creating jobs at a healthy 
rate, the ripple effects of large employment 
losses dissipate more quickly, and displaced 
workers may have an easier time finding new 
jobs. However, the new jobs created may not 
be ones that the displaced workers can move 
into without major sacrifices of income, ben- 
efits and seniority, or without substantial edu- 
cation or training. It is unlikely that manufac- 
turing employment— particularly production 
work— will exceed its 1979 peak in the long run 
(in the 1990s and beyond). Some observers, in 
assessing the effects of new technology alone, 
foresee a decline in manufacturing employ- 
ment in absolute terms. Displaced manufactur- 
ing workers will increasingly have to find new 
employment in service industries. 

The shift of employment to services is well 
established: in the United States, over 50 per- 
cent of employment has been in service sec- 
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Figure 1-4.-Displaced Workers Weeks Without Work, 
as of January 1984 
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SOURCE. Paul 0. Flalm and EM en Sehgal, "Displaced Workers of 1979-83: How 
Well Have They Fared?" Monthly Lebor Review, June 1985, p, 12. 

tors for over 50 years. By 1985, nearly three- 
quarters of all employees in the United States 
worked in service-producing sectors. In the laut 
decade and a half, nearly all the new jobs cre- 
ated in the United States have been in service- 
producing sectors: of the 23.3 million people 
added to nonagricultural payrolls between 1970 
and 1984, 94 percent were in service produc- 
tion; only 1 percent were m manufacturing. 
Since 1979, manufacturing employment has 
dropped by nearly 1,5 million employees. 

The fastest growing sector is a category that 
includes hotels and other lodging places, per- 
sonal services, business services, auto repair 
and service, motion pictures, amusement and 
recreation services, health services, and mis- 
cellaneous services. Like employment in other 
service-producing sectors, this sector includes 



many kinds of jobs, from highly paid, well- 
esteemed positions such as physician, account- 
ant, and computer programmer to low-paid, 
less skilled positions such as nurse aide, clerk- 
typist, and cashier. In general, employment in 
service-producing sectors is lower paid than in 
manufacturing: in 1984, average hourly wages 
for production and nonsupervisory workers in 
all the. service-producing sectors was $7.52, 
compared to $9.18 in manufacturing. Service 
sectors have higher concentrations of jobs both 
in generally low-paying occupations and in 
management than manufacturing does. For dis- 
placed workers, who are often unable to move 
into the more desirable jobs in service sectors 
without substantial education or retraining, 
moving to the service sector probably will 
mean loss of income and status. 

Some workers, of course, will be able to shift 
from one manufacturing job to another, but 
high-technology manufacturing sectors, such as 
computer and semiconductor manufacture, are 
unlikely to rescue many workers displaced from; 
traditional manufacturing sectors. While high- 
technology industries have created jobs faster 
than the economy as a whole, the employment 
base otthese industries is small, so the num- 
ber of jobs created is relatively modest. De- 
pending on the definition of high technology 
chosen, only about 2.8 million to 9.7 million 
people worked in high-technology manufactur- 
ing sectors in 1984. 4 According to the most re- 
strictive definition, which includes the sectors 
most people would identify as high-technology 
sectors, only 2.8 million people were employed 
in high-technology manufacturing industries 



4 The most restrictive definition of high-technology includes 
industries with a ratio of research and development expendi- 
tures to net sales at least twice the average of all industries. This 
definition includes sectors most people would identify as high- 
technology: drugs; office, computing, and accounting machines; 
communication equipment; electronic components and acces- 
sories; aircraft and parts; and guided missiles and space vehi- 
cles. The most liberal definition includes industries with a 
proportion of technology-oriented workers (engineers, life and 
physical scientists, mathematical specialists, engineering and 
science technicians, and computer specialists) at least 1.5 times 
the average for all industries. This definition includes many in- 
dustries not commonly thought of as high-technology, such as 
heavy construction; paints and allied products; soaps, cleaners 
and toilet preparations; farm and garden machinery; and mo- 
tor vehicles and equipment. 
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Figure 1-5.— State Unemployment Rates and Displacement, July 1985 




National unemployment rate 



11 States with disproportionately high percentages of displaced workers [~] 

SOURCE: U S, Department of Labor, Bureau of Labor Statistics, unpublished data; and U.S. Department of Labor, Bureau of Labor Statistics, employment and Earnings. Oecember 1984. 
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in 1984. Moreover, employment in many high- 
technology sectors increasingly is skewed 
toward managerial and professional occupa- 
tions, which most displaced workers are un- 
qualified foi without a great deal of additional 
education. Production jobs have grown more 
slowly than total employment in many impor- 
tant high-technology sectors, and account for 
less than 48 percent of employment in high- 
technology manufacturing. In all manufactur- 
ing, production workers account for about 69 
percent of employment (figures 1-6 and 1-7). 

In addition, high-technology manufacturing 
workers are not invulnerable to the economic 
forces that lead to displacement. The persist- 
ent high value of the dollar in currency ex- 
change markets has hurt high-technology man- 
ufacturers as well as traditional manufacturers. 
While a fall in the value of the dollar would 
help restore the competitiveness of some firms, 
the long duration of the dollar's imbalance has 
allowed foreign producers of high-technology 



as well as traditional goods to develop distri- 
bution and servicing networks throughout the 
world. Recapturing this lost market share will 
not be automatic or simple for U.S. producers. 
Altogether, it is unlikely that high-technology 
sectors will make up for lost employment in 
declining manufacturing industries in the fore- 
seeable future. 

Small business cannot be counted on to make 
up all the job losses in large manufacturing 
firms. Although most evidence shows that 
small businesses at times create more jobs than 
large ones, the differential is uncertain and 
may be rather small over the long run. Conclu- 
sions that small businesses create far more than 
their share of jobs have been drawn from data 
on establishments, which are not necessarily 
the same as businesses; many small establish- 
ments are branches or subsidiaries of larger 
firms. In 1978-80, small establishments created 
jobs out of proportion to their ohare of total em- 
ployment, but small firms (lewer than 100 em- 
ployees) accounted for little more than would 



Figure 1*6.— Production Workers as a Percentage of Manufacturing Employment 
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Figure 17.— Production Workers as a Percentage of Employment in High Technology industries 
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be expected. In that period, small firms had 36 
percent of total employment and generated 39 
percent of new jobs. During the 1980-82 reces- 
sions, however, very small firms (fewer than 
20 employees) generated all the net new jobs 
in the economy; other sizes of business showed 
declines during this period. Whether small 
firms create more than their share of employ- 
ment over the long term is unclear; the job cre- 
ation record of small business appears highly 
variable. 

Displaced Worker Programs 

Displaced workers are not the only unem- 
ployed workers. According to the definition of 
displacement of the U.S. Department of Labor, 
displaced workers accounted for about 14 per- 
cent of unemployment in January 1984. Dis- 
placed workers have the advantage of estab- 
lished work histories and good work habits, 
and many have some treasferable skills. As a 
result, they are usually more employable than 
disadvantaged workers or unemployed teen- 
agers, many of whom lack acceptable work 
habits such as demonstrated willingness to 
show up on time and put in the requisite num 



ber of hours. In view of the greater problems 
of the disadvantaged and current constraints 
on public spending, some observers question 
whether the government should provide spe- 
cial services for displaced workers. 

One justification for government programs 
for displaced workers is that these people bear 
a disproportionate share of the burden for hav- 
ing a dynamic, adaptable, and generally open 
economy. Displaced worker programs may be 
viewed as the price society pays for an open 
trade policy and for a labor market that per- 
mits private employers considerable latitude in 
hiring and firing— much more than in some 
other industrialized countries. Another justifi- 
cation is that displaced worker programs can 
also help society avoid other kinds of expend- 
iture, such as unemployment insurance, food 
stamps, Medicaid, and welfare that arise dur- 
ing long stretches of unemployment. Little re- 
cent information is available on the extent to 
which displaced worker programs substitute 
for other kinds of social expenditures, but 
earlier studies, evaluating the displaced worker 
program of the 1960s, found that savings in 
welfare and other transfer payments were large 
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enough to pay back the investment of public 
funds in 2 to 4 years* 

Concern over displacement, and government 
programs designed to serve displaced workers, 
tend to wax with unemployment and wane as 
employment recovers* In 1962, concerned with 
rising unemployment rates and fearing that 
automation would aggravate unemployment, 
Congress provided special funding for dis- 
placed workers in the Manpower Development 
and Training Act (MDTA)* Within 2 years, 
however, a prosperous economy and falling un- 
employment caused a shift in the emphasis of 
government employment and training programs, 
toward assistance for disadvantaged workers* 
The unemployment rate stayed low through- 
out the 1960s, partly due to the enormous fis- 
cal stimulus of the Vietnam conflict and the 
Great Society programs* In the 1970s, unem- 
ployment rates again edged up* By the late 
1970s, unemployment in a nonrecession econ- 
omy had risen to 7 percent, and it hit a post- 
World War II high of 10*8 percent in Decem- 
ber 1982, at the depth of the recession* Con- 
cern over displacement reemerged strongly* 

Concern was translated into action with the 
1982 Job Training Partnership Act (JTPA, Pub- 
lic Law 97-300)* Title III of JTPA authorized 
services for displaced workers* In October 
1983, State Title III programs to serve dis- 
placed workers were initiated* Federal fund- 
ing of $223 million was provided for a startup 
period of 21 months* 5 JTPA Title III was the 
first Federal program designed to serve all 
groups of displaced workers since the begin- 
ning of MDTA ? in the early 1960s* 

Although unemployment remains high by the 
standards of the past four and a half decades, 
it has fallen from its peak in the 1981-82 reces- 
sion* In mid-1935, civilian unemployment fluc- 
tuated between 7 and 7*5 percent for nearly a 
year, dipping to 7 percent in August* With the 
unemployment rate falling from recession highs, 
concern over displaced workers also lessened* 



•This funding covered fiscal year 1983 and the transition year, 
a 9-month period from October 1983 to June 1984. JTPA is funded 
by program year, beginning in July, rather than in October as 
the Federal fiscal year does. 



9 

ERLC 



C/?. 7— Summary • 75 



The economic recovery neither stopped nor 
even greatly reduced displacement* Displace- 
ment is an ongoing process, associated with 
technical and economic change, and the prob- 
lems of displacement are not the same as those 
of general or cyclical unemployment* Plant 
closings and mass layoffs, major contributors 
to displacement, are continuing during the re- 
covery* Moreover, plant closings and mass 
layoffs are by no means confined to mature in- 
dustries such as steel, textiles, and automobiles* 
For example, in Santa Clara County (Califor- ! 
nia's Silicon Valley) semiconductor industry 
employment fell by about 2,000 in a few months, 
from 51,000 in November 1984 to 49,000 in 
May 1985* In the semiconductor industry as ; 
a whole, employment fell by 9,600 between its . 
peak in December 1984 and July 1985* 

The need for services to displaced workers 
does not vanish during economic recovery and 
growth. There is a continuing need for dis- 
placed worker services in an economy that !s \ 
changing as rapidly as that of the United Statos. 
The demand for services may be greater dur- \ 
ing recessions, when it is more difficult for 
displaced workers to find jobs on their own* 
Displacement itself may increase during reces- 
sions, as some marginally competitive firms : 
close or permanently cut back production and 
employment* For example, employment losses 
in the textile industry have been heavy during 
recessions, and these losses have not been 
made up during recoveries* According to the 
BL3 survey, over 1*2 million workers were 
displaced even in 1979, by most standards a 
healthy year economically* 0 

Performance of JTPA Title III 

Judgments about the effectiveness of Title III 
should be made cautiously at this point* JTPA 
Title III is the first comprehensive program for 
displaced workers in nearly 20 years* Most 
States have had to spend some part of the first 
2 years of Tit 1 '.a Ill's existence organizing to 



•This figure may be an understatement, because the workers 
were surveyed 5 years after job losses occurring in 1979; accord- 
ing to BLS, people tend to forget events of the more distant past, 
and probably underreported job losses in the earlier years of the 
5-year period. 
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serve displaced workers. Few projects have yet 
learned how to cope with differing economic 
circumstances and changing populations of 
displaced workers. As a result, some projects 
and States have spent their initial allotments 
of funds quite slowly, leaving $184.5 million 
in unspent, but probably mostly obligated, 
funds by June 1985. 

Title III served 96,100 workers in its first 9 
months, and another 132,200 workers were 
newly enrolled in the full program year July 
1984-June 1985* This is probably less than 5 per- 
cent of the eligible population* In 1983 over 
3 million adult workers were displaced from 
their jobs, according to the BLS survey; most 
of these workers were eligible for Title III 
services. 7 So far, the number of workers served 
per year by Title III is about 3.5 times the 
number of workers served by the Industrial 
Adjustment Service (IAS) of Canada, while the 
U.S. work force is almost 10 times larger than 
Canada's. 

IAS and Title III are different: the Title III 
program offers a broad range of services, in- 
cluding counseling, job search and placement 
assistance, vocational training, and education. 
The IAS program is focused on helping dis- 
placed workers find new jobs quickly, offering 
services immediately on notification of mass 
layoffs or plant closings. The IAS program does 
not itself provide vocational training or educa- 
tion, but can refer workers to Canada's exten- 
sive, free adult training program. However, 
IAS reaches many more workers, in relation 
to the size of the Canadian labor force than 
Title III does for the U.S. work force. If a 
program similar to the IAS existed in the United 
States, the number of people seeking services 
from JTPA Title III might well increase. 

So far, in a number of respects, the Title III 
program seems to be working in accordance 
with major emphases in the law. The Federal 
role is minor, and States are in control of the 



The eligible population in 1983 was roughly 3 million work- 
ers, based on the BLS survey which found 11.5 million people 
had lost jobs due to employment cutbacks from 1979 to 1983. 
Although BLS defines only 5.1 million of these people as dis- 
placed, holding the former job for 3 years is not a requirement 
for eligibility in most States. 



program. The influence of the private sector 
is strong, particularly in the emphasis on place- 
ment, low costs, and marketing the program 
to potential employers. The act's limits on 
administrative and support services have been 
satisfied. 

Whether Title III is an effective and sufficient 
response tu the problem of worker displace- 
ment is questionable. One important question 
is whether the heavy emphasis on placement 
may divert attention and resources away from 
training. The limited information available on 
program spending indicates that vocational 
skills training in Title III programs is probably 
sparse. Generally, the majority of displaced 
workers are much more interested in returning 
to work than in training or education, although 
a significant minority of the people may be- 
come interested in training opportunities. 
While retraining for strictly "high-technology" 
skills and occupations may have been over- 
emphasized in the past, training is still a very 
important component of well-run displaced 
worker programs. For many displaced work- 
ers, training is the best route back to a job with 
reasonable opportunities for advancement. 
This is particularly true for unskilled or semi- 
skilled manufacturing production workers, 
whose former jobs were based largely on rou- 
tine manual and mental skills. Many of these 
people need substantial retraining or education 
to get good jobs in the service-producing sec- 
tors, where most new jobs are being created. 

In well-run programs such as the Downriver 
Community Conference in Wyandotte, Mich- 
igan, and the raemployment program at the 
former Ford assembly plant in Milpitas, Cali- 
fornia, a substantial minority of workers— 20 
to 35 percent— are likely to choose and bene- 
fit from vocational skills training. It should be 
emphasized that these percentages would be 
much lower without those programs' strong 
commitment to counseling and encouraging 
workers who are qualified to consider training. 

A substantial barrier to retraining for dis- 
placed workers who are interested and qual- 
ified is that few adults can undertake it with- 
out income support, Basic unemployment 
insurance (UI) benefits, lasting 26 weeks, are 



ERJC 



25 



Ch. f— Summary • 17 




10 • Technology and Structural Unemployment: Reemploying Displaced Adults 



the main source of income for most workers 
in training. Some training institutions and 
programs have adapted effective courses to fit 
this constraint, but by no means all Extensive 
training, without other sources of financial 
support than basic UI, is often infeasible. 

Judging by available numbers on spending, 
emphasis on and commitment to training may 
not be characteristic of JTPA Title III projects. 
In the initial 9 months of Title III, spending per 
worker averaged $768 and in the following 
program year $895, far less than the approxi- 
mately $3,000 spent on each worker at the Ford 
Milpitas plant, where training— usually the 
most expensive service offered in any dis- 
placed worker project— was emphasized heav- 
ily. However, information on Title III program 
spending and services are both too limited and 
too out-of-date to judge the effectiveness and 
appropriateness of the program's training com- 
ponent. 

Another concern is the low priority most 
State Title III programs give to remedial or 
brush-up education for displaced workers, even 
though displaced workers who lack good basic 
skills will increasingly be forced to take low- 
wage fobs* A substantial proportion of U.S. 
workers are poorly equipped to learn new job 
skills, except for relatively elementary ones, 
because they have deficiencies in basic educa- 
tion, or use only a narrow range of job skills 
that do not transfer easily to different occu- 
pations* 

While estimates of adult functional illiteracy 
are both outdated and misleading, it is clear 
that large numbers of adults lack adequate 
skills in reading, writing, mathematics, prob- 
lem-solving, and communication. These people 
will find it increasingly difficult to compete 
successfully for good new jobs once displaced, 
or to qualify for occupational skills training. 
Many people require remedial education before 
they can benefit from other kinds of training. 

Lack of basic skills in the work force is a 
problem for U.S. businesses as well as for in- 
dividuals. The lack may manifest itself in 
sluggish productivity growth, increased needs 
for supervision, and deficient product quality. 



These costs are difficult to quantify but are 
probably substantial. While private firms can 
and sometimes do provide basic education to 
employees, many employers feel, with some 
justification, that it is the job of the public 
school system, not business, to make sure that 
people enter the work force with adequate 
basic skills. 

Retraining programs, which usually stress 
placement, often do not emphasize basic skills 
or remedial education. As a result, many 
people with basic skills problems receive no 
help at all from Title III projects. Few States 
have made remedial education an integral part 
of Title III services, although some with large 
numbers of non-English speaking workers have 
given it considerable attention. Most State di- 
rectors of Title III programs see little need for 
providing remedial education, because they 
believe displaced workers have adequate basic 
skills, because remedial education is available 
elsewhere, or because of lack of interest on the 
part of the displaced workers. Project staff who 
work directly with displaced workers often see 
the matter differently; a number of projects 
have reported that one-fifth to one-third of their 
clients cannot read or figure at the sixth-grade 
level. Many displaced workers lack the basic 
skills which would qualify them for good new 
jobs or for training in skilled occupations. This 
is especially true of those who formerly held 
semiskilled or unskilled jobs— the same work- 
ers who are especially vulnerable to displace- 
ment. Displaced worker programs can offer 
very effective remedial education services, as 
some outstanding individual projects have 
shown. 

Of course, overcoming basic skills deficien- 
cies is the responsibility of the individual as 
well as that of society. In many areas, feder- 
ally supported remedial education can be had 
at little cost except time and effort. However, 
demands for free remedial education are often 
greater than the supply and waiting lists for 
publicly funded remedial education classes ex- 
ist in some areas. Even so, the majority of adult 
workers with basic skills deficiencies do not 
apply for remedial education, due to schedul- 
ing problems, inadequate motivation, or lack 
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of self-confidence. To reach these people, more 
extensive outreach efforts are needed and, in 
many areas, additional service. 

State directors do see a need for early warn- 
ing of plant closures and large layoffs. This 
would allow States to begin offering assistance 
before workers are out of jobs. This service is 
permitted by JTPA but is difficult to provide 
without advance information about layoffs. 
Several States have put considerable effort into 
offering services and information to workers 
before they lose their jobs. These programs at- 
tempt to find out about impending layoffs by 
enlisting voluntary cooperation of companies. 
Typically, when the rapid response teams learn 
about a planned plant closing, they mobilize 
the local Employment Service (ES) office, the 
State education and training authorities, and 
community social service agencies to make a 
plant visit acquainting the soon-to-be-displaced 
workers with the options open to them. States 
vary in their ability to provide quality pre-layoff 
services. Some simply point the workers to 
services available from established agencies, 
but a few have developed an integrated set of 
services, including special efforts to find new 
jobs before the layoffs occur. 

Some companies try to provide advance 
notice of large layoffs or closings voluntarily; 
others are required to do so in the bargaining 
agreements with their unions. Others provide 
little or no notice. Many workers receive only 
2 weeks notice, or less, at the end of their jobs. 
Over the past decade, the Congress, at least 20 
States, and several localities have considered 
legal mandates for advance notice, but there 
is little actual legislation. Three States— Massa- 
chusetts, Michigan, and Wisconsin — encour- 
age voluntary advance notice, but only one 
State statute (Maine's) requires it. 

Some workers will not take advantage of ad- 
justment services early, but having them avail- 
able is important to boost workers' morale and 
allow them to plan ahead. It is also important 
to offer training while workers are eligible for 
the maximum amount of unemployment insur- 
ance or other forms of income support. It must 
be noted, however, that early notice does lit- 



tle good if there is no program available offer- 
ing reemployment and retraining services to 
the workers. Despite the efforts in some States 
to provide a rapid response to plant closures 
and layoffs, it appeared in mid-1985 that many 
States were still not adequately organized to 
offer adjustment services promptly. Delays of 
several months in delivery of Title III services 
were not uncommon, even though response 
times have improved since the Title III pro- 
grams officially began in October 1983. Some 
projects have nonetheless done an excellent 
job. The Ford Milpitas project was an outstand- 
ing example of a prompt, positive response to 
plant closing* Important factors in its success 
were the 6-month advance notice require by 
the Ford-UAW bargaining agreement; early 
provision of an array of effective services; the 
excellent leadership provided by Ford staff and 
UAW members, who together ran the program; 
and the help provided by agencies of the -v;rte 
of California. 

At the Fsderal level, advance notice hala- 
tion has been introduced in every Congress 
since 1974, but none has been adopted. A bill 
that reached the floor of the House in Novem- 
ber 1985 was voted down by a close margin. 
Opposition to advance notice is based on argu- 
ments: 1) that the requirement burdens busi- 
ness, forcing companies to keep troubled es- 
tablishments open longer than is economical; 
and 2) that advance notice can have perverse 
effects, undermining the morale of die v/G*>k 
force and the confidence of suppliers, custom* 
ers, and creditors. Proponents argue that bus- 
inesses in European countries and Canada ate 
able to comply with advance notice require- 
ments; Canadian officials report that difficul- 
ties with early notification are not an issue. Ex- 
perience also shows that worker morale can 
stay remarkably high after a plant closing an- 
nouncement, so long as effective readjustment 
services (which Title III can make available) 
are offered promptly. However, advance no- 
tice might impose additional burdens on busi- 
ness and probably would increase demands— 
and spending— for readjustment services. 

Another issue is whether the Title III pro- 
gram will receive reliable, sufficient funding. 
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Two years after the program officially began, 
Congress voted to cut Federal funding for the 
program by 55 percent, from $223 million in 
fiscal year 1985 to $100 million in fiscal year 
1986. In proposing the reduction in early 1985, 
the Administration cited low demand for ex- 
pensive classroom training, a lower-than-ex- 
pected rate of spending, and a large carryover 
of unspent funds. Department of Labor (DOL) 
officials argued that the cut would not affect 
levels of service, because of the carryover funds 
(which amounted to $184.5 million on June 30, 
1985, the end of the program year). The Na- 
tional Governors' Association, representing the 
States,iftrdhgly opposed the reduction, argu- 
ing that most States had fully obligated their 
Title III funds at the end of the program year; 
that spending is on a rising curve, as States get 
more experience with their newly established 
Title III programs; and that the cuts would 
force sharp reductions in services to displaced 
workers in many States. 

The General Accounting Office presented 
evidence that, because of differences in rates 
of spending and carryover funds among States, 
23 States would have less money for services 
to displaced workers in 1986 than was allo- 
cated to them in 1985. Most Title III funds are 
allocated among the States by a formula that 
is written in the law, so that changing the 
allocation would be difficult. Thus, the overall 
reduction in funding might mean that States 
which began an active displaced worker 
program early and spent most of their allocated 
funds would have to cut back services. 
Congress responded to this concern by 
directing the Secretary of Labor to give 
adversely affected States first priority for Title 
III discretionary funds, which are not allocated 
by formula but are granted at the discretion of 
the Secretary. What effect these funding 
changes will have on the stability, quality, and 
level of services to workers is not yet clear. 

A problem that became evident throughout 
1985, as Congress considered JTPA budget and 
appropriation proposals, is that information on 
Title III program spending and services is nei- 
ther timely nor adequate. States are required 
to submit reports on their Title III programs 



only once a year, covering activities through 
the end of the program year, June 30, and due 
45 days later. The reports usually are not 
complete until several weeks later. Thus, in the 
spring, summer, and early fall, when Congress 
is considering the budget for the following 
fiscal year, the most recent State reports on 
program activities are several months to more 
than a year out of date. 

In April 1985, for example, when Congress 
considered the Administration's proposal to re- 
scind Title III funds for fiscal year 1985, the 
State reports were nearly 10 months old. 
Congress did not act on the rescission. In mid- 
September, when congressional committees 
were marking up and voting on JTPA ftinding 
bills for fiscal year 1986, these State reports 
dating from June 1984 were still the latest avail- 
able on Title III activities. More recent data, 
drawn from State reports for the program year 
ending June 30, 1985, became available only 
in the last few weeks before Congress took final 
action on JTPA funding. The infrequency of 
the reports lessens their value for oversight of 
the program as well as for budget decisions. 

The sparsity of data in State Title III reports 
is also a problem. The Labor Department re- 
quires that they record only the amount of Ti- 
tle III funds spent during the program year; 
numbers of workers served, numbers officially 
leaving the program, and numbers placed in 
jobs; and a few characteristics of the workers 
finishing their stay in the program, such as age, 
sex, race, and level of education. The reports 
do not record obligation of funds by the end 
of the program year, only spending; nor do they 
provide information on how many workers are 
receiving what kinds of services (e.g., vocation- 
al skills training in institutions, remedial edu- 
cation, relocation assistance, job search assis- 
tance, and on-the-job training). 

Other Federal Programs 

While JTPA Title III is the first comprehen- 
sive Federal program offering assistance to dis- 
placed workers in nearly two decades, other 
Federal programs and agencies also play a role. 
The most important are Trade Adjustment As- 
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sistance (TAA), providing compensation and 
adjustment services to workers displaced as a 
result of foreign competition, and the ES, the 
long-established job placement service open to 
every worker in the United States. 

Trade Adjustment Assistance was established 
in 1962, but served very few workers until re- 
quirements for eligibility were liberalized in 
1974. The number of workers served by TAA 
peaked in 1980, at 585,243. The program has 
been cut substantially since 1981, when Con- 
gress redefined and limited TAA income sup- 
port payments. In 1984, 29,300 workers were 
served. Spending peaked at $1.6 billion in fiscal 
year 1980, and declined to approximately $56 
million in fiscal year 1984. 

In the past, TAA was criticized for provid- 
ing mostly income supplements, with few real 
adjustment services. In the mid-1980s, the em- 
phasis has shifted to training and helping eli- 
gible workers look for work in more promis- 
ing areas and relocating. In 1984, 24,000 workers 
received income support payments, 6,538 en- 
tered training, and 2,382 were given relocation 
assistance. 0 Outlays for training in 1984 were 
$18.5 million, compared with $5.2 million in 
1980. 

For eligible workers, TAA provides some sig- 
nificant benefits which JTPA Title III does not. 
TAA income support payments can last as long 
as 18 months for workers in training, and re- 
location assistance is more generous than 
under JTPA. TAA support has made it possible 
for some workers to complete longer term 
training than they could otherwise have af- 
forded, and encouraged some relocation out of 
depressed areas. 

The status of TAA was uncertain as this re- 
port was completed (in December 1985). Up for 
reauthorization in 1985, TAA was temporarily 
extended by Congress through December 19. 
However, Congress adjourned for the year 
without completing action on a budget recon- 
ciliation bill that proposed a longer term reau- 
thorization for TAA. Meanwhile, under the 
continuing resolution, TAA-eligible workers 



•The degree of overlap in these figures is unknown. 



can continue to receive retraining and reloca- 
tion assistance, but not income support, through 
the end of fiscal year 1986. Hence, authoriza- 
tion for TAA technically expired, but the 99th 
Congress was expected to give further consid- 
eration to the program in its second session. 
One major concern regarding TAA is that it 
is difficult, and possibly inequitable, to try to 
distinguish among displaced workers by cause 
of displacement and single out one group for 
special treatment. The Administration, arguing 
that Congress should allow the program to die, 
held that TAA is unnecessary because JTPA 
programs offer adequate services to all dis- 
placed workers, and because the Unemploy- 
ment Insurance system provides income sup- 
port to all unemployed workers. Oh the other 
hand, TAA may be warranted as the price of 
liberal trade policies that benefit society as a 
whole. Also, the program may help to ease pro- 
tectionist sentiments among workers and in- 
dustries affected by trade. 

The ES system administers UI payments, of- 
ten the only source of financial support unem- 
ployed displaced workers have. The national 
network of federally funded Employment 
Service (ES) offices provides free services such 
as placement or helping clients to learn job 
search skills. It generally serves a small seg- 
ment of the labor market; when last surveyed, 
only about 5 percent of people looking for work 
reported they found jobs through their local ES 
office. Although ES offices can offer additional 
services such as skills assessment, job counsel- 
ing, job development, and referral to suitable 
training, most do not have the resources to pro- 
vide these services to any but a few clients. 
Title III projects often buy these services from 
the local ES office. To expand the services to 
all clients, the ES system would need additional 
resources. 

Congress has shown a special interest in two 
of the services provided by the ES. First, JTPA, 
like previous employment and training laws, 
calls for the establishment of a computerized 
interstate job bank and job matching system. 
This goal is only partially fulfilled by the 
Interstate Job Bank, in operation since 1984. 
The bank's coverage is limited to hard-to-fill 
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technical and professional jobs, and it is by no 
means fully automated; many offices send job 
orders to the bank by mail. An intermediate 
step providing improved labor exchange infor- 
mation would be to upgrade and automate 
intrastate job banks, so that information on job 
openings and applicants could be quickly avail- 
able throughout each State. For States with 
compatible systems, electronic communication 
or networking would be a possible next step. 

Full automation of either the interstate or 
intrastate job banks would require upgrading 
many State systems, and this upgrading could 
require substantial outlays of funds. One esti- 
mate,, made by a committee of the Interstate 
Conference of Employment Security Agencies, 
Wal at least $240 million in capital outlays 
spread over 5 years. This figure does not in- 
clude software, personnel training, and trans- 
mission equipment; on the other hand, it does 
hot reflect savings in maintenance and opera- 
tion that can be expected from using a mod- 
ern, efficient system. Thus, the cost of a fully 
computerized, on-line, interactive national job 
bank has not been estimated. 

It is not certain that the expense of full com- 
puterization and extension of the Interstate Job 
Bank to cover lower paid, lower skill jobs 
would be justified, particularly since the inter- 
state system would be useful only to workers 
willing to relocate. However, a system that 
could help displaced workers get jobs in distant 
locations might help encourage some displaced 
workers from communities where job pros- 
pects are poor to relocate. Moreover, improved, 
automated job banks might work more effec- 
tively, thus encouraging more employers to list 
jobs and more qualified workers to apply. Cur- 
rently, there is no reliable information on the 
full costs and potential benefits of automating 
the Interstate Job Bank. Before launching into 
a full-scale effort to automate, a comprehensive 
analysis of such costs and benefits is needed. 
The analysis should include a comparison of 
a centralized national system with several ways 
of linking individual automated State systems. 

JTPA also requires the Department of Labor 
to assist States in providing detailed informa- 
tion on local labor markets. The weakest ele- 



ment in local labor market information is data 
on occupations currently in demand. Fcr many 
local labor markets, it is difficult to obtain this 
information. The Department of Labbr has pro- 
vided some assistance to States in this area, in 
connection with national occupational surveys, 
but many State ES systems do not have the ex- 
pert staff and funds needed to analyze the in- 
formation available through DOL surveys. With 
reductions in Federal funding over the last few 
years, some State ES offices have taken major 
cuts in research and analysis. The Administra- 
tion opposes Federal assistance to States for 
labor market information programs not tar- 
geted for national purposes, and proposes to 
cut the small amount of funding currently 
available to States for local labor market plan- 
ning information. 

Non-Federal Programs 

Some State programs and collective bargain- 
ing agreements also contain provisions to help 
displaced workers. In addition, many of these 
programs are set up to train active workers to 
avoid displacement. Retraining of active work- 
ers is not authorized under JTPA Title III, Cali- 
fornia has a program funded at $55 million per 
year for retraining both displaced workers, and 
active workers who are in danger of losing 
their jobs unless they are retrained. The Cali- 
fornia Employment Training Panel is paying, 
for example, for the retraining of tellers and 
clerical workers of a major bank, where work- 
ers might otherwise lose their jobs as the bank 
automates and closes branch offices. 

Both General Motors and Ford have agree- 
ments with the United Auto Workers (UAW), 
providing that money be donated to a retrain- 
ing fund on the basis of hours worked by union 
production employees. The Bell companies 
also have agreements with the Communica- 
tions Workers of American to fund retraining 
of their employees. A major advantage some 
projects have found in using the private train- 
ing funds is that they are available immediately. 
They can tie used to start up services to work- 
ers promptly, without waiting until States or 
the U.S. Department of Labor provide JTPA 
funds— a process that often takes months. 



Ch. 1— Summary • 23 



Another strategy that some States and local 
governments have adopted is to assist firms 
threatened with failure to stay in business. This 
helps maintain not only jobs but the economic 
life of communities. While many enterprises 
cannot be saved without continuing subsidies, 
some plant closings are avoidable. Community 
or State assistance may help keep some busi- 
nesses afloat when certain conditions are met. 
First, there must be enough time to devise and 
implement a strategy to improve the ability of 
firms to compete; often, this means a year or 
more. Second, there must be a reasonable like- 
lihood of profitability once a strategy is imple- 
mented. Finally, both labor and management 
must be willing to make some sacrifices. Even 
if all these conditions are met, some jobs may 
be lost as firms become more efficient and raise 
productivity. However, successful community 
and State assistance to troubled firms can pre- 
serve some employment which would be lost 
if the businesses failed. 

Foreign Programs 

Labor policies to avoid displacement, to as- 
sist workers who are displaced, and to offer re- 
training to adult workers have generally been 
less active in the United States than in some 
other industrial democracies. Most European 
countries and Canada have programs designed 
to deal with displacement. Even in Japan, where 
the active government role is small, social and 
business customs often provide a high degree 
of security for some of the work force (primar- 
ily males). Many of these foreign programs are 
considered successful, but probably would not 
transfer well to the United States. However, 
elements of them can be instructive. 

Sweden's adult training programs and em- 
ployment services are generally considered 
effective at finding jobs for people and, when 
there are few jobs to be had, at providing adults 
with excellent opportunities to acquire new 
skills. This effectiveness stems partly from the 
involvement of business and labor in deter- 
mining what kinds of training are needed. Laid- 
off Swedish workers who cannot find work 
usually enter training, which gives them new 
skills and may enable them to get new jobs. 



This also keeps the unemployment rate low, 
since workers in training are not considered 
unemployed. To the Swedes, paying income 
support for people in training is preferable to 
paying unemployment insurance, and it up- 
grades the work force. For people who do not 
require training, individualized job-hunting 
services are provided. Advance notice of plant 
closings allows rapid response to avoid long 
layoffs. 

The Swedish system of dealing with displace- 
ment has many elements that would be imprac- 
tical in the United States, It is extremely ex- 
pensive — Sweden's labor programs account for 
2 to 3 percent of its gross national product 
(GNP)— and rely heavily on subsidies to indus- 
tries to keep people employed. Its main bene- 
ficiaries are employed workers, while new 
entrants to the labor market do not enjoy the 
same access to services. The system also may 
tend to discourage worker mobility, and relies 
on immigrant guestworkers to take the less 
secure jobs. While Swedish labor policies have 
kept the unemployment rate low— less than 3.5 
percent even during the recent recession and 
3.3 percent in 1984— the Swedish economy is 
not without troubles. Inflation in Sweden has 
been higher than in the United States for over 
a decade; personal taxes, too, are higher in 
Sweden. These drawbacks, however, are not 
necessarily a result of specific Swedish labor 
policies and some elements of the Swedish 
system— effective worker training, early notifi- 
cation of layoffs and rapid response, and 
labor-management involvement in determining 
training needs— might be adaptable to U.S. con- 
ditions. 

Canada is another source of useful examples. 
At a modest cost to the taxpayer, Canada's IAS 
(formerly the Manpower Consultative Service) 
gives effective reemployment service (not in- 
cluding retraining) to workers displaced by 
plant closings or large layoffs. Promptly after 
learning that a layoff is planned, IAS offers to 
help establish a labor-management adjustment 
committee whose job is to place the laid-off 
workers as soon as possible— often before the 
layoff occurs. 
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With a small field staff of 66, and a budget 
of $8 million, the IAS provided several kinds 
of employment services for about 120,000 work- 
ers in fiscal year 1982-83 • Some 36,000 of tii?se 
workers were displaced in plant closings or 
mass layoffs and received plant-based adjust- 
ment services at a cost of $6.1 million ($171 per 
worker), of which the government contributed 
$3.9 million ($108 per worker). Over the years 
(except during deep recession) the labor-manage- 
ment committees formed with IAS's help have 
found jobs for about two-thirds of all the work- 
ers involved in the layoffs, usually within a year 
or less. 10 IAS offers its services in all cases of 
layoffs involving more than 50 people, and will 
step in where smaller numbers of people are 
involved if asked. 11 If the offer is accepted, 
which is nearly always the case, IAS provides 
an experienced, independent chairman (usu- 
ally a retired businessman) to help the commit- 
tees get established and do their work. The IAS 
role is strictly facilitation; the effort at the plant 
level is by labor and management, not by la- 
bor, management, and government. 

The major thrust of the IAS program is reem- 
ployment The committees provide no training, 
although they may refer people who desire 
training to one of the institutions participating 
in Canada's extensive system of adult voca- 
tional education. IAS costs are modest, aver- 
aging $10,000 to $20,000 per plant served. 

Adult vocational training in Canada is well- 
funded and heavily attended. The Canadian 
Government spent over $1 billion (over 1 per- 

•Services provided by the IAS, in addition to the placement 
assistance for victims of plant closings, include work-sharing 
and technical assistance to firms in temporary crisis; retrain- 
ing assistance for workers in firms undergoing technological 
change; and training of skilled workers for new and expanding 
firms. 

,0 The committees generally finish their work, and then dis- 
solve, in about 1 year. Usually, followup studies are not done, 
so that there is little information about what became of work- 
ers who did not find jobs through the committees; presumably 
some find jobs on their own, some remain unemployed after the 
committees dissolve, some leave the labor force, and some may 
enter training. 

"Workers who are part of closings or layoffs involving fewer 
than 50 people are eligible for Canadian unemployment insur- 
ance, vocational education and training, and the services of the 
Canadian employment service. IAS also offers services when 
fewer than 50 workers are involved, but advance notice is not 
required in these cases. 



cent of its budget) in the 1983-84 fiscal year on 
adult training, including income support for 
trainees, 12 Approximately 277,000 people en- 
rolled in the national adult training program 
that year. People who are eligible for this train- 
ing are adults referred by one of Canada's 
publicly funded Employment Centres or the 
IAS. Employed people can take advantage of 
Canadian job training too, although higher 
priority in some programs is given to training 
for the unemployed. 

Income support for unemployed or partially 
employed trainees in Canada can be extended 
for up to 2 years. This income support is one 
reason that many Canadian workers are able 
to take much more extensive training than peo- 
ple in JTPA-sponsored training; the average 
length cf stay in Title III projects for those who 
take classroom training is currently about 22 
weeks, some of it spent in activities other than 
training (e.g., testing, assessment, counseling, 
and job search). About 20 percent of the people 
enrolled in Canadian adult training in 1983-84 
were in remedial education. Training in 
basic educational skills, less emphasized in the 
United States than in Canada, is probably 
needed to about the same extent in both coun- 
tries. The Canadian Government aJso empha- 
sizes training in "critical skills" occupations— 
those considered important to the national 
economy and in which shortages are antici- 
pated. Although some of these critical skills 
occupations are high-technology— robotics tech- 
nicians and computer hardware specialists- 
many are not, such as machinists, tool and die 
makers, welders, offshore drillers and derrick 
workers, millwrights, and chefs. It is not clear 
whether the emphasis on critical skills is very 
effective. It is difficult to identify what skills 
or occupations might be in demand, even in 
the short run. 

While Canadian vocational training is exten- 
sive, it is probably more effective in helping 
trainees to get better paying, more highly skilled 
jobs rather than in helping to combat unem- 



t2 There is no comparable figure for the United States. The 
United States has no program which offers free vocational ed- 
ucation and income stipends to adults who have been referred 
to training by the Employment Service. 
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ployment. The Canadian unemployment rate 
has been higher than that of the United States 
for more than a decade; in 1984, the rate was 
still over 11 percent. 

Elements of the Canadian system which could 
be useful in the United States are an IAS-like 
system, or some other flexible, quick, plant- 
based response to large layoffs; and the excel- 
lent access to vocational and remedial educa- 
tion offered to adults, along with income sup- 
port to make extensive training possible. 

Design and Performance of 
Displaced Worker Projects 

Within the framework of JTPA, there is con- 
siderable room for different kinds of services 
and different ways of offering them. This flex- 
ibility is one of the strong points of the pro- 
gram, since different areas and different groups 
of workers have different needs which rigidly 
prescribed projects might not serve well. How- 
ever, while it is important to tailor displaced 
worker programs to the appropriate workers, 
communities, and economic circumstances, 
there are some elements of program design that 
tend to make all projects more successful 

Projects that have active cooperation of la- 
bor and management as an integral part of 
reemployment efforts are more likely to be ef- 
fective than projects without such support. Em- 
ployers, particularly with the cooperation of 
labor, can make important contributions to dis- 
placed worker projects. At the Ford Milpitas 
auto assembly plant, for example, Ford gave 
the plant's industrial relations manager a free 
hand when the plant closing was announced 
to "do what was right" In this case, the right 
action meant personalized counseling on ben- 
efits and retirement, testing of every worker 
who wanted education or skills training courses, 
a great emphasis on and variety of vocational 
training, remedial education offered in the 
plant at convenient times for workers, a deter- 
mined search for local job openings, and let- 
ting people take new jobs before the plant 
closed without loss of severance pay. These 
services began months before the plant closed 
and continued at the plant for 16 months after 




Photo cr$dlt: Downrivr Community Confwnc* 

A worker learns word processing in a retraining 
program run by the Downriver Community Conference. 



production ended, with a company-paid skele- 
ton staff available to run the services* The Mil- 
pitas project cost between $5.6 and $7*2 mil- 
lion (depending on how the resources provided 
by Ford are valued), and served 1,997 workers 
at a cost of $2,800 to $3,600 each. In addition 
to company money, funding came from the 
State of California, JTPA Title III, a retraining 
fund provided as part of the Ford-UAW bar- 
gaining agreement, and TAA. 

By almost any standards, the Milpitas effort 
was outstanding. Until the day the plant closed 
—6 months after the announcement— quality 
and productivity continued to rise* On the date 
that services officially ended (Sept. 1, 19E4), 83 
percent of those looking for work had found 
jobs: 1,460 people were employed. Five hun- 
dred had retired or were within a few months 
of retirement; 118 were still in training; and 
308 people were unemployed. 

While public funding and the health of the 
local California economy were important ele- 
ments in this success, this should not minimize 
the role of prompt action based on labor-man- 
agement cooperation that already existed at 
Milpitas. This was not always the case: labor- 
management relations were rocky through the 
1970s in the plant. In 1979, a new plant man- 
ager took over, committed to the idea of em- 
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ployee involvement that Ford and the United 
Auto Workers had just written into their na- 
tional contract. Employees were encouraged 
to solve problems cooperatively with manage- 
ment, and supervisors began to listen to shop 
floor workers' ideas on improving quality and 
productivity. By 1982, the Milpitas plant was 
at the top of the Ford assembly division for 
productivity and quality. While this effort was 
not sufficient to keep the Milpitas plant open 
in the face of intense world competition— the 
plant apparently closed because of the expense 
of transporting cars from the California plant 
to the rest of the Nation and because of gener- 
al contraction of Ford— the foundation of good 
labor-management cooperation was a critical 
element in the success of the reemployment 
program at Milpitas. 

Employers usually have networks in local 
business communities, which can be effective 
at finding out what firms are hiring and what 
occupations are in demand and at sponsoring 
or promoting former employees to other busi- 
ness people. Employers and labor-management 
teams are also likely to know the strengths and 
skills of their own workers and can be effec- 
tive at recommending qualified workers for 
new jobs. Also, workers are more likely to take 
advantage of services offered by employers if 
they already have good relationships with man- 
agement, as is often the case in plants with ef- 
fective labor-management teams. 

Another feature of projects that serve the 
spectrum of displaced workers well is a full 
range of services, from job search assistance to 
training. Projects that offer a broad range of 
services are likely to meet the needs of a diverse 
group of clients under different economic con- 
ditions, not just a single group of those easiest 
to serve. However, in differing economic cir- 
cumstances, different services may need more 
emphasis. In prosperous times and areas, job 
search assistance may be effective for the ma- 
jority of workers entering programs. In com- 
munities facing longer term economic decline, 
vigorous relocation efforts may be needed. Fi- 
nally, during recessions or in areas where jobs 
are hard to find, more workers usually are in- 
terested in training for new occupations. 



Adult Education in the United States 

Most displaced workers, even if they have re- 
ceived a few months' notice of layoff, do not 
have the time or the resources to devote to for- 
mal, full-time educational programs; moreover, 
many are not interested. As a result, many in- 
stitutions offering adult education often play 
a relatively minor role in displaced worker 
projects, with some notable exceptions. For 
example, many community colleges and voca- 
tional/technical schools are involved in dis- 
placed worker projects. However, adult edu- 
cation institutions could be more active in 
retraining and educating displaced workers, if 
some extra attention is given to designing pro- 
grams specifically for displaced adults. Such 
programs can also be a major force in provid- 
ing people with skills that will make them less 
vulnerable to displacement ("preventive train- 
ing"), or prepare them for finding a good job 
more readily if they should be displaced. 

Both basic and career-oriented adult educa- 
tion will need to adapt to significant changes 
in the demography of the work force in the next 
few decades. The U.S. work force is aging, re- 
flecting the aging of the baby boom generation, 
now in its prime working years. By the year 
2000, half the labor force will be middle aged 
(35 to ^4), compared to only about 35 percent 
today. This demographic tre id, together with 
changes in jobs brought about by changing 
technology, will mean that more older work- 
ers than in the past will periodically need to 
refresh basic educational skills and learn or up- 
grade job skills. Much of this upgrading is 
likely to happen on the job, but some will come 
through the formal system of adult education. 
Historically, however, older workers are sig- 
nificantly less likely than the young to seek 
adult education. Educational institutions may 
need to make changes in program design, cur- 
ricula, logistics, and outreach efforts to attract 
more older workers. 

Like older workers, less educated and unem- 
ployed people also tend to take little advantage 
of adult education. Part-time enrollments in 
adult education more than doubled between 
1957 and 1984, and 60 percer.t of the students 
take courses for employment-related reasons. 



i 



However, participation rates are much higher 
among those who are employed and well edu- 
cated than among those who are not. Partici- 
pants are also much more likely to be in man- 
agement, administration, and technical or 
professional occupations than lower level 
white- and blue-collar jobs. 

The same pattern prevails among people who 
receive education at an employer's expense. 
Private business plays a crucial role in fund- 
ing and delivering education and training to 
adults, providing probably more than half of 
all job-related education and formal training 
to adults through in-house courses or arrange- 
ments with outside institutions. The most likely 
recipients of such assistance, however, are 
white, well educated, and in higher level man- 
age rial, administrative, and professional jobs. 
Some private firms make adult education more 
accessible to blue-collar and lower level white- 
collar workers through employer-supported ed- 
ucation programs. Recent collective bargain- 
ing agreements emphasize education and train- 
ing more than in the past, and some firms 
conduct basic education programs for their 
workers. Additional education and training 
could be offered at low cost through partner- 
ships of business and local educational insti- 
tutions. Many high schools, if asked, will pro- 
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A UAW-represented Ford employed gets one-on-one 
instruction in a Basic Skills Enhancement session at 
the Ford Dearborn Engine Plant. This feature of the 
UAW-Ford Employee Development and Training 
Program is designed for people with 
fundamental educational needs. 
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vide adrlt basic education at the worksite, a 
union hall, or other facilities convenient to 
workers. Community colleges are often will- 
ing to adjust course locations and times to fit 
the needs of adults and local labor markets as 
well Some unions also have active education 
and training programs, which often entail part- 
nerships with educational institutions. 

The Federal Government plays a substantial 
direct role in funding some kinds of adult edu- 
cation. Nearly half the costs of State and local 
remedial education programs are provided by 
the Federal Government, for example, and the 
Federal Government also picks up a substan- 
tial portion of publicly supported vocational 
education programs that are specifically tar- \ 
geted to adults. For most other continuing edu- ? 
cation programs, the Federal Government plays 
a minor direct role, compared to States and pri- 
vate business. The indirect role, however, can 
be large. The expenses private employers in- l 
cur for adult education can be deducted from 
Federal taxes as normal business expenses, and \ 
individuals can deduct expenses for education I 
directly related to their current jobs. The Fed- ■ 
eral Government is also the largest single pro- 
vider of adult education and training, particu- 
larly in programs offered by the Department 
of Defense. 

Another potential Federal role is in develop- 
ing and adapting instructional technologies to 
adult education, sharing more of its own ex- - 
perience in training technologies with the pri- 
vate sector and educational institutions. Many 
new educational technologies— including iele- j 
vision, videotape, videodisk, and computer- 
aided instruction (CAI)— can significantly im- 
prove the quality of adult education. Television 
and CAI can help overcome geographic and 
scheduling barriers to adult education, and 
some CAI programs have considerable poten- 
tial for use as a supplement to instructors in 
adult basic and vocational education. Many of 
these technologies were initially federally 
funded. The Department of Defense, for exam- 
ple, was instrumental in the early development 
of computer-based instructional programs, in- 
teractive videodisk systems, and various simu- 
lators and emulators used in training. 
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There is evidence from several projects that 
well-designed CAI materials can help adults 
learn quickly and well. In some comparisons 
with conventional classroom instruction, CAI 
has been shown to cut instruction time by 25 
percent or more, and adults in these CAI classes 
did somewhat better on tests than adults in the 
control groups. Interactive videodisk systems 
are highly promising for providing a wide va- 
riety of vocational skills training. Several fac- 
tors, in addition to the new computer technol- 



ogies, have contributed to the success of new 
educational technologies in both basic and vo- 
cational education programs. Many of the 
projects benefited from closer attention to 
project design, greater efforts to encourage par- 
ticipation, and more training of instructors 
(paid and volunteer) than is typical in most 
adult education projects. In CAI projects, the 
computer rarely stands alone; rather, it works 
best as a supplement to, rather than a replace- 
ment for, good instructors and volunteers. 



CAUSES OF DISPLACEMENT 



Workers are considered displaced when some 
permanent and structural change has occurred, 
either in the economy as a whole, in some sec- 
tors, or in their own firms. People who are un- 
employed as a result of cyclical changes in the 
economy are not generally considered dis- 
placed, although when cyclical downturns are 
deep and long L sting, as in the back-to-back 
recessions in the early 1980s, it can be diffi- 
cult to distinguish cyclical from structural un- 
employment. The result, for the individual, is 
often exactly the same. For the typical dis- 
placed workers in the early 1980s— steelwork- 
ers and autoworkers— it mattered little whether 
their distress resulted from displacement or a 
cyclical downturn. Both unemployed steel- 
workers and autoworkers were told, during the 
early 1930s, that their jobs were probably gone; 
that it was time to make a major change. 

The outcomes for these two groups of work- 
ers illustrate some of the difficulties \n trying 
to identify who and how many people are dis- 
placed at any moment. Unemployed steelwork- 
ers, displaced from an industry where competi- 
tive problems date back two decades or more, 
are still suffering the consequences of displace- 
ment. Employment in the steel industry in 1985 
is lower than it was during the depths of the 
1981-82 recession; even optimistic observers 
expect steel employment to continue to fall. 

Autoworkers, on the other hand, have been 
recalled in much greater numbers than many 
analysts expected. Employment in motor ve- 
hicles and equipment averaged 860,000 in 



1984, below its peak of over 1 million workers 
in 1978. Since 1982, however, total employ- 
ment in the industry has increased by nearly 
168,000, with the number of production work- 
ers increasing by nearly 157,000. 

Both industries have sacrificed technologi- 
cal leadership to Japan and other foreign com- 
petitors, and both have suffered from sharpened 
competition from imports. Wages in both the 
steel and automobile industries are above the 
average for manufacturing; in 1984, the aver- 
age hourly earnings of production workers in 
steel was $12.99, and in autos $12.74, while the 
average for all manufacturing production work- 
ers was $9.18. Both industries have responded 
to competitive pressures by seeking trade pro- 
tection and by modernizing and automating 
plants. Employment in both industries has con- 
tracted, although the contraction of steel em- 
ployment is far more severe. In other words, 
both industries have experienced all the forces 
causing displacement and have reacted to them 
in nearly the full range of ways. 

The long-term outlook for automobile em- 
ployment is not yet clear. During most of the 
recovery from the 1981-82 recession, the auto 
industry was protected by a restrictive Volun- 
tary Restraint Agreement (VRA) with Japan, 
which significantly limited the number of Jap- 
anese automobiles in the U.S. market. Tlie VRA 
expired in March 1985, and since then Japa- 
nese imports, though still restrained by an edict 
of th„ Japanese Ministry of International Trade 
and Industry, increased dramatically, rising 
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from about 1.85 million in 1984 to an annual 
rate of 2.9 million in June 1985. Increasing im- 
ports, without continued growth in overall de- 
mand for automobiles, will affect U.S. em- 
ployment 

Also, the recovery of automobile employment 
has been boosted by the rebound in large car 
markets, helped along by falling petroleum 
prices and stable gasoline prices. This rebound 
apparently leveled off in early 1985. Lower oil 
prices could last for a few more years, but it 
will be a challenge for U.S. automakers to 
maintain their market share. Meanwhile, to re- 
main competitive, the auto industry will con- 
tinue to automate, which also reduces jobs. 

As experience in both industries indicates, 
the causes of displacement are technological 
change and international competition. Both 
terms cover a variety of factors that cause dis- 
placement, including labor-saving innovations, 
offshore production and outward processing, 
import competition, and loss of export markets. 

Firms which face intensified competition 
from foreign producers often respond by au- 
tomating domestic production in an effort to 
lower costs and meet the competition. Even 
this may not save many jobs; in some indus- 
tries, even highly automated systems are read- 
ily transportable to lower wage countries. 
Other responses include shifting into less 
threatened product lines, moving operations 
offshore, or, when these strategies fail, shrink- 
ing or going out of business. All of these re- 
sponses can displace people. Whether such 
displacement is trade- or technology-related is 
often impossible to determine. Analyses that 
attempt to separate the employment effects of 
trade from those of changing technology or in- 
creased labor productivity often miss the crit- 
ical links between foreign competition and 
changing technology. 

Technological Change 

The number of jobs available is the result of 
a variety of strategic choices, including choices 
of technology. Often, the choice is to replace 
human labor with technology, a factor that has 
helped double output per labor hour in the 
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United States since World War II. At the same 
time, a growing population and rising 
affluence— thanks in part to the rising produc- 
tivity made possible by the capital-for-labor 
shift— brought increasing demands for goods 
and services. The increasing demand, together 
with new products made possible by new tech- 
nologies, were major factors in the growth of 
U.S. employment. 

Labor-saving technology can have a job- 
destroying effect but the drive for greater la- 
bor productivity can help maintain or increase 
the ability of U.S. firms to compete with for- 
eign producers. However, greater labor 
productivity, by definition, means that fewer 
workers can produce equivalent output; unless 
demand for output rises faster than produc- 
tivity, jobs will be lost. At the same time, with- 
out productivity increases, declining competi- 
tiveness may cause even more jobs to be lost. 
Changing production technology often saves 
some jobs at the expense of others. 

Increasing productivity, in the face of slowly 
growing or Jevel demand, has cost jobs in the 
textile, automobile, and other industries. While 
some sectors, such as computing and telecom- 
munications equipment manufacture, can look 
forward to rapidly rising demand for products 
and probably increases in employment, many 
others are likely to lose employment as demand 
grows more slowly than productivity. Compe- 
tition from products made abroad increases the 
need to boost productivity and intensifies the 
resulting downward pressure on employment 
in affected industries. Manufacturing indus- 
tries, because they make a product that can be 
consumed far from its place of origin, are espe- 
cially vulnerable to foreign competition. And 
indeed, as has been shown, half the loss of jobs 
due to displacement (as defined by the BLS) in 
1979-83 were in manufacturing, which ac- 
counts for less than 20 percent of employment. 
The 1981-82 recession certainly was responsi- 
ble for some of those job losses, and the high 
value of the dollar is the reason for some con- 
tinuing losses. The combination of pressures 
from changing technology and trade mean that 
declines in overall manufacturing employment 
are unlikely to reverse and may continue. 
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Technological changes alter the nature of 
jobs as well as the level of employment These 
effects are not simple and predictable, how- 
ever. An important factor is that equipment 
and hardware alone do not govern the way jobs 
and work can be reorganized* When a new 
technology replaces human labor in perform- 
ing some tasks, the remaining tasks can often 
be regrouped into new jobs in various ways, 
although the latitude on the part of managers 
and their technical advisors to redesign jobs 
has limits. In addition, n2 the options that do 
exist often are not apparent The nature of the 
jobs may also vary depending on the organiza- 
tion of work throughout the enterprise; the op- 
tions can range from a high degree of central 
management control, with narrow, rigidly de- 
fined jobs designed to minimize the potential 
for human error, to a more participatory style, 
with greater autonomy, variety, and responsi- 
bility built into workers' jobs. The range of de- 
cisions in redesigning organizations or jobs 
does have limits, being constrained by the tech- 
nologies themselves, costs, and such factors as 
product design and volume, training and abil- 
ities of the work force, national policies on 
quality of worklife, and the politics of the 
workplace* 

Sometimes, applications of new technology 
have led to de-skilling of individual jobs; for 
example, jobs such as those of some machinists 
and telephone operators have been de-skilled 
as jobs were redesigned to take advantage of 
computer-based technologies. Yet there are 
many examples— from offices to factory shop 
floors— where the adoption of new technol- 
ogies has led to jobs with broader responsibil- 
ities, more skills, and requirements for a bet- 
ter understanding of the entire work process, 
including one's part in it 

Some of the skills needed to make use of ad- 
vanced technologies are qualitatively different 
from the skills many displaced workers pos- 
sess. Routine manual and mental skills, often 
learned through on-the-job experience, are vul- 
nerable to technological displacement, while 
reading, basic math, and problem-solving abil- 
ities, combined with social skills, are more 
highly valued. When factories are automated, 
for example, the need for semiskilled and un- 



skilled production workers often diminishes, 
while the need for skilled maintenance and re- 
pair people increases. In many cases, the work- 
ers selected to learn the new, more challeng- 
ing maintenance jobs are the ones whose basic 
verbal, mathematical, and cognitive skills are 
best Familiarity with computers and electronic 
instrumentation, the ability to troubleshoot, 
and the possession of a broad, conceptual mod- 
el of complex processes are becoming more im- 
portant. While this trend does not manifest 
itself in sudden shifts, it does mean that dis- 
placed workers whose former jobs consisted 
mostly of tasks requiring routine manual and 
mental skills will have increasing difficulty 
finding comparable new employment. 

If the effect of current technological changes 
is to raise the proportion of more highly skilled 
jobs in the Nation's occupational mix, that effect 
will continue a long-standing trend. Throughout 
the 20th century, higher skilled occupations 
such as professional and technical workers, 
managers; and administrators have grown fast- 
er than some lower skilled occupations such 
as farmworkers, nonfarm laborers, and oper- 
atives. It would be misleading, however, to con- 
clude that the economy is moving rapidly to- 
ward a future where highly skilled occupations 
predominate. Millions of lower skilled jobs 
have been created in fast-growing service in- 
dustries, which accounted for nearly 95 per- 
cent of the growth in employment between 
1970 and 1984. In general, service sectors have 
higher concentrations of both high- and low- 
skilled jobs than manufacturing (figures 1-8 and 
1-9). 

Many of the fastest growing and better paid 
service jobs require several years of vocational 
or postsecondary education, but other fast- 
growing jobs, such as sales work, do not What 
is clear is that the number of lower skilled jobs 
in manufacturing is diminishing, and low- 
skilled and semiskilled manufacturing work- 
ers will increasingly be faced with taking other 
low-skilled jobs in service-producing sectors, 
which often pay less than manufacturing jobs, 
or with undertaking substantial periods of 
training or education to qualify for more skilled 
work in either manufacturing or services. 
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Figure 1*8.— Manufacturing Occupational Distribution Figure 1-9.— Occupational Distribution in ssrvicts 
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Internationa! Competition 

Immediately after World War II, relatively 
few countries were capable of producing many 
of the goods and services in demand in the 
United States and overseas, and this country 
was also more efficient at producing most of 
these things than any other nation* This has 
changed. While the United States is still the 
world's largest producer of goods and services, 
the number of nations that can produce sophis- 
ticated goods and services has proliferated, and 
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their ability to compete with U.S. products has 
risen greatly. In part, this is due to the fact that 
other countries are challenging many U.S. sec- 
tors in terms of productivity and technology; 
in part, changes in competitiveness can be 
traced to higher U.S. production costs result- 
ing from factors such as failure to modernize, 
inadequate attention to product quality, high 
wage rates and capital costs, and— a particu- 
lar problem so far in the 1980s— the high value 
of the U.S. dollar relative to other currencies. 

Over the past two decades, the importance 
of trade and international competition to the 
U.S. economy has increased significantly. 
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Trade (imports plus exports) has increased 
from less than 11 percent of GNP in 1965 to 
nearly 22 percent in 1985 (figure 1-10). In the 
1960s, the United States consistently ran trade 
surpluses* These surpluses turned to deficits 
in the 1970s, and the deficits ballooned in the 
early 1980s. By 1984, the U.S. current account 
deficit was nearly $102 billion. The current ac- 
count balance is the balance on imports and 
exports of goods and services plus the balance 
on unilateral transfers (including international 
transfers of funds such as gifts, pension pay- 
ments, and government grants). The merchan- 
dise trade deficit, or exports of goods minus 
imports of goods, was over $107 billion. The 
United States has run surpluses in services 
trade for many years, but this surplus has been 
diminishing, having peaked at over $41 billion 
in 1981. In 1984, the huge merchandise trade 
deficit, plus an $11 billion deficit in unilateral 
transfers, swamped the services surplus of $17 
billion, The rising value of the dollar in the 
1980s is responsible for much of the deterio- 
ration in the trade accounts, but a number of 
sectors had lost competitiveness before this 
change. Recapturing the competitive edge, 
even for firms hurt primarily by currency fluc- 
tuations, will be difficult. 

The trade balance is only one measure of 
change in international competition. Many 
U.S. firms have responded to intensified corn- 
Figure MO.— Trade as a Percent of GNP, 1950-84 
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petition by moving production operations off- 
shore, or by sending partially finished products 
to overseas plants for processing and then re- 
importing the processed products* Outward 
processing has become a much more impor- 
tant component of U.S. manufacturing firms' 
strategy, now accounting for nearly one-sixth 
of U.S manufactured imports. Between 1969 
and 1983, the value of items assembled abroad 
increased by nearly a factor of 12, or almost 
20 percent per year. Outward processing is par- 
ticularly significant in motor vehicles and 
parts, apparel, and several types of electrical 
equipment. The most important reason for the 
increase in outward processing is foreign com- 
petition, which has led U.S. producers to lower 
costs by seeking lower wage countries. This is 
true not just for the United States, which has 
had higher wages than the rest of the world 
throughout most of the post-World War II pe- 
riod. Japanese producers, too, have moved as- 
sembly operations to lower wage countries as 
wages in Japan increased. This does not nec- 
essarily imply that U.S. wages— or, for that mat- 
ter, Japanese wages— should come down; it 
does mean, however, that there is little secu- 
rity in many American unskilled or semiskilled 
jobs in industries whose products can be read- 
ily traded internationally. 

Very little can be done to reduce the incen- 
tives to import cheaper, foreign-made products, 
to prevent offshoring, or to avoid all employ- 
ment losses in industries facing stiff competi- 
tion from low-cost foreign products. Trade pro- 
tection, largely in the form of quotas, has been 
used to mitigate the pressure in some industries, 
but seldom prevents all job losses. There are 
several reasons for this. 

First, the General Agreement on Tariffs and 
Trade has decreased the importance of tariffs 
and forced participating nations to use new- 
style quantitative restrictions, such as orderly 
marketing arrangements and voluntary export 
restraints, to protect domestic industries. Be- 
cause tariffs apply to imported goods inde- 
pendent of their origin, and the new quan- 
titative restrictions are usually bilateral or mul- 
tilateral, these quantitative restrictions often 
constitute very leaky protection. In some cases, 
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producers in countries that do have agreements 
restricting exports to the United States simply 
route their products through countries with no 
restrictions. As a result, quantitative restric- 
tions are often ineffective at stemming imports. 
Apparel imports, for example, multiplied more 
than 20 times (from $595 million to over $12 
billion) between 1967 and 1984, with some 
quantitative restrictions in place. 13 During the 
same period, employment in the apparel indus- 
try fell from nearly 1.4 million workers to less 
than 1.2 million. The restrictions probably 
slowed losses of American apparel jobs over- 
all* Nonetheless, there was a great deal of dis- 
placement in addition to the net job losses, as 
the industry shifted to lower wage areas within 
the United States. 

Second, quantitative restrictions do not re- 
move incentives for U.S. producers to move 
production to lower cost areas. U.S. produc- 
ers can engage in outward processing without 
the imported items being subjected to quantita- 
tive restrictions. For example, between 1980 
and 1983, when the U.S. automobile industry 
was protected by a voluntary restraint agree- 
ment with Japan, imports under the Tariff 
Schedule of the United States 807.00 (TSUS 
807.00, one form of outward processing) nearly 
doubled, rising from $5.3 billion to $9.8 billion. 
While employment in the auto industry in- 
creased during the full period of the VRA— 
from 789,000 in 1980 to 860,000 in 1984— in- 
dustry employment was substantially de- 
pressed in 1980, down from a peak of over 1 
million in 1978. 

While protection is ineffective in preventing 
ail job loss, it may nonetheless be an important 
part of a strategy to lessen the impact of for- 

n Not all growth in imports was due to leaks; the quantitative 
restrictions permitted some growth in imports. 



eign competition on the U.S. work force. Par- 
ticularly if combined with industry efforts to 
phase out unprofitable lines of businesses over 
time or improve competitive ability, protection 
can stretch out the period of employment de- 
cline and help to avoid rapid, large job losses 
that might swamp local labor markets with dis- 
placed workers. Moderate employment de- 
clines over periods of a few years can often be 
mitigated by attrition and early retirement pro- 
grams, avoiding some or all of displacement. 
Moreover, phasing production out slowly can 
often give workers more time to find or train 
for new jobs. In addition, protection (or threats 
of it) may motivate some foreign producers to 
build production facilities in the United States 
in order to keep market share and avoid trade 
restrictions. The protection of the VRA, and 
proposals to renew such protection, probably 
are significant factors in the decisions of 
Toyota, Nissan, and Mazda to locate automo- 
bile assembly plants in the United States. 

Manufacturing employment is particularly 
vulnerable to displacement resulting from in- 
creased international competition* Products 
can be made in one location and shipped to an- 
other, replacing labor in the consuming coun- 
try. Exported services, on the other hand, are 
more likely to use labor in the country of con- 
sumption, since the production and consump- 
tion of the products (such as restaurant serv- 
ices, lodging, some banking and financial 
services, and some retail and wholesale trade) 
cannot be physically separated. 14 As a result, 
it is not surprising that manufacturing work- 
ers are disproportionately represented among 
the displaced. 



"International trade* and competition in service industries are 
the subject of an ongoing OTA assessment, International Com- 
petition in the Service Industries. 



DISPLACED HOMEMAKERS: PROGRAM STRUCTURE AND PERFORMANCE 



Displaced homemakers are women whose 
principal occupation has been homemaking, 
and who have lost their main source of finan- 
cial support. 15 Displaced homemakers share 

"A few men may fit the definition of displaced hrmemakers, 
but most are women. This discussion is confined to female dis- 
placed homemakers. 



problems of finding good jobs with other dis- 
placed workers, but the barriers they face are 
often greater because of their lack of experi- 
ence. Often, their existing skills are not trans- 
ferable to good new jobs, and they may need 
retraining or education in order to find steady, 
well-paid work. Estimates of the number of dis- 
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placed homemakprs range from more than 2 
million to about 4 million. 

Providing the first national estimates of the 
displaced homemaker population for more 
than a single year, OTA found a 23-percent in- 
crease in their numbers, from 1.7 million in 
1975 to 2.2 million in 1983. These figures are 
conservative. Different definitions and differ- 
ent databases have produced estimates for sin- 
gle years that are more than twice as large. 
Definitions of displaced homemakers also vary 
from one State and Federal law to another, 
with little consistency in eligibility for program 
services. 

For analytic and descriptive purposes in this 
report, displaced homemakers are defined as 
women who: 

• arebetweentheagesof35and64;andare 
divorced, widowed, or separated; or 

• are married but the husband is absent, seri- 
oi sly disabled, or long-term unemployed; 
or 

• are losing public assistance income from 
sources such as Aid to Families with De- 
pendent Children, when the youngest 
child reaches the age where dependent 
care ceases; and 

• have had serious employment problems, 
including unemployment, working part 
time but preferring full time, working at 
pay below the minimum wage, or drop- 
ping out of the labor force from discour- 
agement. 

Much of the increase in the population of dis- 
placed homemakers since 1975 can be attrib- 
uted to divorce, separation, or desertion. By 
1983, nearly half (over 1 million) of displaced 
homemakers were in this category. Over 60 
percent of displaced homemakers had children 
living at home. Their families were generally 
small; only about one-fifth of displaced home- 
makers lived in families of four or more. Even 
with small families, however, many displaced 
homemakers live in or near poverty. In 1982- 
83, nearly half of them had family incomes be- 
low $10,000. At least 30 percent of those in fam- 
ilies of four or more were below the poverty 
level, compared with only 15 percent of all 
families. 

O 



By definition, displaced homemakers have 
trouble finding satisfactory jobs. Half of them 
were employed, but at pay below the minimum 
wage or in a part-time job when they wanted 
full-time employment. In 1975 (the most recent 
available occupational data), 42 percent were 
service workers, in jobs such as waitress, ho- 
tel maid, or nursing home aide. This compares 
to only 22 percent of all women in such occu- 
pations at that time. Displaced homemakers 
were underrepresented in clerical, profes- 
sional, technical, and administrative jobs. 

Government programs serving displaced home- 
makers are relatively new. The first publicly 
sponsored displaced homemaker program was 
in California in 1975, and the first Federal pro- 
gram came in the 1976 amendments to the Vo- 
cational Education Act. By not including dis- 
placed homemakers as a target group, as CETA 
did, JTPA weakened Federal support for dis- 
placed homemaker programs. Stronger support 
came in 1984, in the Carl D. Perkins Vocational 
Education Act. The act authorized spending of 
up to $84 million annually for services to single 
parents and homemakers, including displaced 
homemakers. For fiscal year 1985, $63 million 
in Federal Voc Ed grants is available for serv- 
ices to single parents and homemakers, includ- 
ing displaced homemakers. 

What portion of the Voc Ed funding for serv- 
ices to single parents and homemakers will be 
devoted to displaced homemaker programs is 
not yet known. Moreover, there is some resist- 
ance in the vocational education establishment 
to the idea of setting aside funds for special 
groups such as single parents and homemak- 
ers. On the whole, however, it appears likely 
that Voc Ed support for displaced homemaker 
assistance will increase substantially, exceed- 
ing any Federal funding targeted to this group 
in the past. 

Even with the increases, Voc Ed funding is 
still small in relation to the number of displaced 
homemakers. Moreover, although Voc Ed 
grants can be used to support a considerable 
range of services, the emphasis is on vocational 
training, not job placement. For many dis- 
placed homemakers, the choice of training is 
not feasible. Lacking either unemployment in- 
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surance or income from other family members 
to provide temporary or partial income sup- 
port, they urgently need a job. The Job Train- 
ing Partnership Act, another major Federal 
program that serves some displaced home- 
makers, is much more focused on placement 
of clients in jobs than the Voc Ed program. 
Also, it is potentially an additional important 
source of funding for programs serving this 
large and growing group of jobseekers who 
face serious barriers to employment. Access to 
JTPA programs, as well as to Voc Ed programs, 
is important to displaced homemakers. 

JTPA funds were a relatively minor source 
of support for displaced homemaker projects 
in 1984-85. Barriers to serving these women 
with JTPA funds include the following: some 
displaced homemakers do not qualify for Title 
II A programs serving the economically disad- 
vantaged, often because their previous income, 
before they became displaced, was too high; 
despite exceptions to the low-income rules for 
Title II A projects, not many service providers 
are making use of them; many States do not 
consider displaced homemakers eligible for Ti- 
tle HI services, which have no income limits. 
Another problem is that displaced homemaker 
service providers often lack information about 
JTPA. In addition, local Private Industry Coun- 
cils, which guide JTPA decisions, are often op- 
posed to special services for this group. 

Currently, several hundred displaced home- 
maker projects exist, probably serving more 
than 100,000 people annually, or at most about 
5 percent of the population. According to proj- 
ect directors, the most effective programs in- 
clude a comprehensive mix of services, includ- 
ing personal counseling and training in job 
search skills and actual job skills. The clients 
are a diverse group, however, including minor- 
ity women, long-time welfare recipients, wom- 
en from rural areas, older women, and widows. 
For some, services designed to meet their par- 
ticular needs are appropriate. 



Many displaced homemakers cannot take ad- 
vantage of the educational and training oppor- 
tunities open to them because of financial need. 

The law authorizes the use of Voc Ed funds for 
child care, transportation needs, and other sup- 
port services for single parents and homemak- 
ers, and allows training stipends in cases of 
acute economic need. However, the funds have 
rarely been used for these purposes. Under 
JTPA, about 15 percent of funds can be used 
for supportive services, including such expenses 
as day care and transportation, and needs- 
based payments necessary for participation. So 
far, 10 to 11 percent of Title IIA funds and 6 
to 7 percent of the Federal share of Title III 
funds have been used for these purposes. Con- 
sidering the limited degree of participation in 
JTPA programs by displaced homemakers, it 
seems unlikely that they received much if any 
of this low level of spending for supportive 
services and training allowances. Federally 
assisted student loans are designed primarily 
for young people, and are less accessible to dis- 
placed homemakers as well as to adult dis- 
placed workers. Lack of income support is a 
significant handicap to displaced homemakers 
who could benefit from training, including 
those who need some remedial education to 
qualify for jobs or skills training. 

Adequate information on programs serving 
displaced homemakers has never been col- 
lected. This includes information about ele- 
ments of program success and failure, impor- 
tant to local project directors in designing 
effective services. The Perkins Act does not re- 
quire much detailed or specific reporting on 
programs serving single parents and home- 
makers, nor docs the Department of Education, 
which administers the act, have any such re- 
quirement. State officials are beginning to de- 
velop a consistent, national system of data col- 
lection including characteristics o* clients 
served, services provided, outcomes, and fol- 
lowup results 1 year later. 
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POLICY ISSUES AND OPTIONS 



Adjustment to structural economic change 
has been a major issue in the 1980s. In public 
debate, attention has focused on a broad range 
of policies that affect both the rate of structural 
change and the need for adjustments on the 
part of American business and workers. The 
debate encompasses alternative macroeconom- 
ic strategies designed to stimulate economic 
growth and employment, trade policies re- 
sponding to major changes in U.S. trade bal- 
ances and international trading practices, and 
proposed industrial policies that affect the con- 
duct and performance of different sectors of 
the U.S. economy. Actions taken in these pol- 
icy areas affect the need for worker adjustment, 
but have much broader implications for eco- 
n-nic performance and industrial structure. 
Tiilr study focuses specifically on policies to 
facilitate worker adjustments or transitions be- 
tween jobs and industries as those jobs and in- 
dustries change. 

In recent years, assistance to workers who 
have lost jobs due to structural changes in the 
economy has been debated at some length in 
Congress. Congressional actions on the issue 
include establishing JTPA in 1982, with its na- 
tional program to provide training and reem- 
ployment assistance to displaced workers un- 
der Title III, Also, under the Carl D, Perkins 
Vocational Education Act of 1984, Congress ex- 
panded vocational education opportunities for 
single parents and homemakers (including dis- 
placed homemakers) and for adult workers dis- 
placed by technological change or in need of 
training to remain employed. These recent ini- 
tiatives, together with the TAA program, which 
has existed since the early 1960s, emphasize 
the need for assistance to displaced workers 
as a specific component of U,S, training and 
employment policy. 16 

However, taken together, these initiatives 
reach only a minority of displaced workers; 
JPTA Title III, the largest program, probably 

"Several other measures authorizing adjustment assistance 
o workers who have lost their jobs due to changes in public pol- 
icy have also been adopted over the years. These special pro- 
grams have not been addressed in this report. 



serves less than 5 percent of the eligible popu- 
lation. Whether policymakers see additional ef- 
forts for displaced workers as needed will de- 
pend on how the issue is viewed in a broader 
context, which includes current budget defi- 
cits and the needs of other groups for employ- 
ment and training assistance. Specific actions 
and short-term funding levels chosen depend 
largely on whether Congress views support for 
worker adjustment as an emergency response 
to high unemployment during economic down- 
turns or a continuing national commitment. 
Regardless of the way worker adjustment pol- 
icies are viewed, displacement is a continuing 
problem, affecting millions of workers every 
year. If Congress does wish to strengthen ad- 
justment assistance to displaced workers, OTA's 
assessment of the experience to date with such 
assistance suggests a number of options that 
merit consideraton. 

These options have been divided into 11 is- 
sue areas. Issue areas 1 through 4 deal with im- 
provements in delivery of assistance to dis- 
placed workers, or workers who have received 
notice of layoff. Issue area 5 contains options 
for improving services to displaced homemak- 
ers. Issue areas 6 and 7 deal with options to 
improve research on occupational skills, occu- 
pational forecasting, and labor market infor- 
mation. Issue areas 8, 9, and 10 include options 
to improve adult basic skills, or proactive strat- 
egies to improve both the quality of the exist- 
ing work force and the ability of individual 
workers and homemakers to make career tran- 
sitions if they are displaced. Issue area 11 deals 
with options to develop, improve, and dissem- 
inate new instructional technologies for adult 
basic and vocational education. 

Issue Area 1: Improving rapid response 
to displacement 

Experience in existing programs clearly shows 
the benefits of making retraining and reem- 
ployment services available to workers before 
they are laid off, JTPA permits pre-layoff assis- 
tance for workers who have received notice of 
termination or layoff, but many States offer 
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very little pre-layoff assistance. In some cases, 
this is because there are no institutions de- 
signed to respond rapidly to an announced 
plant closing or mass layoff. Only a few States 
have designated personnel to respond to plant 
closings. Congress might wish, through over- 
sight or legislative directives, to encourage 
more States to establish early-response insti- 
tutions, or it may wish to establish a federally 
supported service, possibly like Canada's IAS, 
to deliver pre-layoff assistance. 

Even when effective institutions exist to de- 
liver pre-layoff assistance, they operate best 
when there is advance notice of plant closings 
or mass layoffs. Thus, Congress might wish to 
provide incentives for advance notification of 
plant closings or mass layoffs, or to require 
some form of advance notice. 

Issue Area 2: Encouraging rapid reemployment 

The emphasis of JTPA Title III is on place- 
ment in new jobs, and most projects have re- 
ported a fair degree of success in placing their 
clients, largely through job search assistance, 
job development, and finding on-the-job train- 
ing positions. Performance in placing workers 
in new jobs could be ^proved with additional 
measures to offer r >re effective relocation 
assistance, and to provide temporary wage sup- 
plements for displaced workers taking jobs that 
pay less than the old job, thus easing the ad- 
justment. 

Many displaced workers cannot find new 
jobs at comparable wages to those on the jobs 
they lost. Temporary wage subsidies could be 
offered, limited to a fixed transition period dur- 
ing which workers could get experience on the 
new job and recoup some of their earning pow- 
er. One proposal would allow displaced work- 
ers to receive up to 80 percent of their remain- 
ing UI benefits over the course of a year if they 
took a lower wage job before exhausting ben- 
efits. This might help some displaced workers 
get back to work earlier than they otherwise 
would. The wage supplement is a new concept. 
One approach would be tc try it first on a small 
scale in a pilot project. 



Some displaced workers— especially those in 
communities where job prospects are poor- 
might be able to find jobs more comparable to 
the ones lost, if they had sufficient information 
and resources to relocate. Relocation assistance 
is allowed under JTPA, but most States were 
making little use of it in their Title III programs 
in 1984-85. Greater relocation assistance funds 
are available under TAA, which technically ex- 
pired in late 1985. Continuation of the TAA 
program and legislative directives encouraging 
greater emphasis on relocation assistance, in 
appropriate circumstances, under JTPA might 
be considered. 

Another way to facilitate relocation is through 
improving intrastate or interstate job banks to 
provide jobseekers with lists of current job 
openings throughout the State, region, or Nation. 
This would require computerization of the job 
banks. JTPA authorized a nationwide compu- 
terized job bank and job matching system. A 
limited interstate job bank has been set up, but 
it covers only a small number of jobs, and is 
only partially automated. Most State systems— 
which are the basis for an interstate bank- 
are not fully computerized either. 

Good estimates of the costs of computerizing 
State job banks and linking them in an inter- 
state system are not available, but preliminary 
indications are that fully automated systems 
within each State might require capital spend- 
ing of at least $240 million over a period of 5 
years or so. (This does not count the costs of 
telecommunication equipment, software, and 
staff training time.) Benefits of a more compre- 
hensive and fully automated interstate job bank 
are uncertain as well It is not clear that work- 
ers would use the information in the job bank 
to relocate, since many of the jobs listed by Em- 
ployment Service offices are low skill and low 
pay, and probably would not attract workers 
from other communities. However, improve- 
ment of the system might encourage employers 
to list more and better jobs. 

In light of the uncertainties, a thorough in- 
vestigation of the costs and potential benefits 
of automating either intrastate job banks or a 
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centralized interstate job bank would be pru- 
dent before moving ahead. Any such study 
should compare a centralized, on-line system 
with several ways of linking individual auto- 
mated State systems. Even without automated 
job banks, greater emphasis on relocation assis- 
tance through JTPA could be effective for a 
minority— possibly 5 to 10 percent— of dis- 
placed workers. 

Issue Area 3: Enhancing education and training 
opportunities in Title III projects 

A substantial minority of participants in dis- 
placed worker projects— as many as 20 to 30 
percent in well-run pro jects— view training as 
the best route to a new job with potential for 
advancement. This percentage fluctuates, de- 
pending on the availability of job opportunities 
in the community. During recessions, more 
workers choose training, while during periods 
of prosperity, the number of workers seeking 
training tends to fall because prospects for re- 
employment are better. 

Regardless of the condition of the local econ- 
omy, few workers can afford to undertake 
training without some income support. For 
many workers, the principal source of income 
support is unemployment insurance, which is 
generally limited to 26 weeks. JTPA specifically 
directs States to excuse workers in Title III 
projects from UI work search requirements 
while they participate in training courses. 

Reflecting the 26-week constraint of UI in- 
come support, some vocational training insti- 
tutions have developed compressed courses 
that run for 22 weeks. Some courses also have 
flexible entry times. However, only the work- 
ers who enter training before or shortly after 
layoff would be able to complete a 22-week 
course while still receiving UI. Many workers 
prefer to search for new jobs before undertak- 
ing training, and many displaced worker proj- 
ects encourage this approach. For these work- 
ers, opportunities for skills training are limited 
or possibly foreclosed. Moreover, although 
short courses may be sufficient for some kinds 
of training, workers who could benefit from 
longer training courses may have to fcrgo them 
because of lack of income support. Loss of 



health insurance is another reason that some 
displaced workers choose not to undertake 
training, but instead try to get a new job as soon 
as possible. 

For workers interested in intensive skills 
training, additional income support may be 
needed. JTPA Title III does not prohibit sti- 
pends to workers in extended training or ed- 
ucation, but stipends are very seldom provided. 
Various ways of providing such income sup- 
port might be considered. Recent legislative 
proposals include enlarging the access of dis- 
placed workers to Federal student aid assis- 
tance, providing an additional 26 weeks of Fed- 
eral unemployment compensation to workers 
in intensive training or remedial education, 
and permitting displaced workers to use pen- 
alty-free disbursements from Individual Retire- 
ment Accounts as income support while train- 
ing. These kinds of assistance, which could be 
implemented singly or in a package, could be 
targeted to workers who have demonstrated a 
commitment to extended training or education, 
rather than permitting all workers to take 
advantage of extended income support. 

In addition, some congressional bills have 
proposed to fund extended health insurance 
benefits for unemployed workers, and others 
would provide it for workers affected by clo- 
sure of a defense facility or defense-related 
business. Congress might consider providing 
some form of extended health benefits for dis- 
placed workers who are enrolled in vocational 
skills training courses as pert of an income sup- 
port package as described above. 

Up to 20 percent of the participants tested 
in displaced worker projects have shown de- 
ficiencies in basic educational skills; some of 
these workers require fairly intensive remedial 
education before they can benefit from voca- 
tional skills training courses. Many other work- 
ers have less severe basic skills deficiencies, 
but still may need some help with basic skills. 
Remedial education currently is a clear but 
unmet need in the Title III program. As shown 
by some exemplary projects, displaced worker 
projects can deliver remedial education very 
effectively. However, most States give little or 
no attention to remedial education in their Ti- 
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tie III programs, and even those that do fall 
short of the need (assuming that roughly 20 per- 
cent of displaced workers need the service). 

Remedial education might be encouraged if 
States were directed to certify remedial edu- 
cation programs as approved JTPA training for 
UI recipients, and excuse those recipients from 
work search requirements while enrolled. Ba- 
sic educational achievement could be included 
as a performance standard in JTPA Title III 
programs, as it is in Title IIA programs. Finally, 
Congress might consider earmarking a portion 
of JTPA funds for remedial education. 

The estimated cost of providing remedial ed- 
ucation for approximately 20 percent of JTPA 
Title III participants is about $6 million per 
year— about 3 percent of Title III appropria- 
tions in fiscal year 1985. Since Title III has 
probably served less than 5 percent of the eligi- 
ble population, however, this $6 million would 
not go very far toward solving the basic skills 
problem in the work force. 

Issue Area 4: Improving Information and reporting 
on JTPA 

Current information and reporting under 
JTPA and related programs does not adequately 
support congressional needs. The most press- 
ing needs are for current information on the 
numbers of people affected by permanent lay- 
offs and plant closings, on the demand for 
JTPA services overall, and on the demand for 
different types of services offered in JTPA pro- 
grams. Without this information, Congress 
lacks adequate guidance in establishing yearly 
funding for Title III, or for determining the 
effectiveness of the program. 

Reporting on the demand for services in dis- 
placed worker programs is out of date. Con- 
gress was considering the fiscal yeav 1986 
budget, which will determine JTPA funds for 
the program year beginning July 1, 1986, in the 
summer of 1985. At that time, the most recent 
report on the numbers of workers served and 
program spending was G\'er a year old. Brief 
quarterly or semiannual reports showing cur- 
rent levels of spending and demands for ser- 
vices might serve better as a guide for con- 
gressional appropriations. 

O 
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Moreover, information on the mix of services 
ofTered in Title III programs— including voca- 
tional skills training, on-the-job training, reme- 
dial education, relocation assistance, and job 
search assistance— is incomplete and uncer- 
tain. More detailed reports, at least on an an- 
nual basis, on the service mix, outcomes by dif- 
ferent type of service, and characteristics of 
participants receiving various kinds of service 
could help Congress determine the benefits of 
this federally funded program, and signal needs 
for changes in direction. 

JTPA directs the Secretary of Labor to col- 
lect data on the number of permanent layoffs 
and plant closings, the number of workers af- . 
fected, the geographical location of closings, 
and the types of industries. Money for an ini- 
tial 8-State pilot study was not appropriated 
until 1984. In fiscal year 1985, Congress appro- 
priated funds for a nationwide survey, which 
is now being done; funds were again appropri- 
ated for this purpose in fiscal year 1986. An- 
nual updating of this information may require 
specific appropriations in the future. 

Issue Area 5: Improving services for displaced 
homemakers 

In 1984, the Carl D, Perkins Vocational Ed- 
ucation Act authorized spending of up to $86 
million per year on grants specifically desig- 
nated for services to single parents and home- 
makers, including displaced homemakers. In 
mid-1985, about $63 million had been appro- 
priated for grants serving this targeted group 
in the year beginning July 1, 1985, An undeter- 
mined but probably sizable portion of these 
grants will be spent for assistance to displaced 
homemakers. In the past, Federal spending tar- 
geted to displaced homemakers was compara- 
tively small, never exceeding about $8 to $10 
million per year. 

Yet even the increased Voc Ed grants are still 
very modest in relation to the eligible popula- 
tion. No estimate has been made of the num- 
bers of single parents and homemakers, but dis- 
placed homemakers alone probably number 2 
to 4 million. If all of these people were to par- 
ticipate in the new Voc Ed program— and two- 
thirds of the Voc Ed set-aside grants for single 
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parents and homemakers went to displaced 
homemakers— $11 to $22 per person would be 
available, A roughly comparable figure for dis- 
placed workers eligible for JTPA Title III assis- 
tance in the transition year 1983-84 was $74, 
Under the Comprehensive Employment and 
Training Act of 1980, the comparable figure for 
disadvantaged workers eligible for general em- 
ployment and training programs was $250 per 
eligible person. These figures are given only 
for purposes of comparison; actual uptake of 
services by eligible people is never 100 percent, 
and participation varies among groups. 

Voc Ed programs under the Perkins Act were 
just gearing up in 1985. It is too early to iden- 
tify all the policy issues that might arise under 
the new law, but one that is already under de- 
bate is whether and how to amplify the very 
sparse data about displaced homemakers. Very 
little information has been collected on exist- 
ing programs. The Perkins Act authorizes, but 
does not require, the Department of Education 
to develop data on provision of vocational ed- 
ucation opportunities for single parents and 
homemakers, including displaced homemak- 
ers. This information, as well as data on pro- 
vision of other services such as outreach and 
counseling, job development, job search assis- 
tance, and basic education, would be useful to 
States in using existing funds efficiently, and 
to Congress in making appropriations for these 
purposes in the future. 

A potential topic for oversight is whether the 
State Sex Equity Coordinators are able to wield 
the authority the law gives them to administer 
the single parents and homemakers programs, 
and whether the set-aside funds are reaching 
their intended beneficiaries through programs 
designed to meet their special needs. The Per- 
kins Act places substantial emphasis on set- 
asides, or targeting portions of the grants to 
special populations. These set-asides, includ- 
ing the 8,5 percent for single parents and home- 
makers, were opposed by many in the vocation- 
al education establishment. As implementation 
of the act gets underway, Congress may wish 
to focus oversight attention on how the set- 
aside provisions are being met, 

JTPA is a potentially important source of em- 
ployment and training services to displaced 
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homemakers. Although there is some overlap 
in services with those that Voc Ed grants can 
provide, JTPA emphasizes job placement more 
heavily, while the focus of the Voc Ed act is 
on training. Congress did not define displaced 
homemakers as a principal target group for 
JTPA programs, although they are specifically 
mentioned in the law as one of the groups fac- 
ing employment barriers and therefore eligi- 
ble for some services. Because of income eligi- 
bility criteria, it can be difficult to use JTPA 
funds in projects designed to serve displaced 
homemakers. Congress may wish to provide 
legislative guidance on whether projects serv- 
ing the special needs of displaced homemakers 
can be funded under JTPA, and whether JTPA 
services (either under Title IIA or Title III) 
should be more readily available to displaced 
homemakers. 

For displaced homemakers, the barriers to 
training and education are probably greater 
than they are for workers displaced from paid 
jobs, because few displaced homemakers have 
either unemployment insurance or income 
from another family member to sustain them 
during training. According to directors of dis- 
placed homemaker projects, many of these 
women need remedial education in order to get 
an adequate job, and many could benefit from 
vocational skills training to improve their earn- 
ing power and possibilities for advancement. 
Congress provided for only very limited in- 
come support in both the Perkins Act and 
JTPA, and training allowances are seldom pro- 
vided. Another possible source of income, 
guaranteed student loans, are more readily 
available to young students than to displaced 
adults. Congress may wish to consider whether 
to encourage or provide more income support 
for displaced homemakers in training. Better 
information on services provided to displaced 
homemakers, and numbers of women receiv- 
ing the services, would provide an improved 
basis for consideration of this issue. 

Issue Area 6: Improving labor market and 
occupational information 

Whether displaced workers and homemakers 
choose training or ar immediate job search, 
they can benefit from detailed, up-to-date in- 
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formation on the kinds of jobs available in the 
local labor market. The same is true of projects 
that offer reemployment, education, and train- 
ing services to displaced workers and home- 
makers. In many States the information pro- 
vided to displaced workers projects is neither 
current nor detailed enough to give an ade- 
quate picture of what occupations are in de- 
mand locally. As a result, many projects are 
forced to operate with little information or ini- 
tiate more extensive job development efforts 
than would be necessary if good local informa- 
tion existed. 

In various surveys, BLS collects a great deal 
of information on local unemployment rates, 
levels of employment and earnings by indus- 
try, and on occupations within industries. 
Much of this information is funneled into na- 
tional employment estimates end occupational 
forecasts. Some, but not all, States collect ad- 
ditional data to provide more detail on the oc- 
cupational patterns of local industries. In these 
States, ES analysts put together various sets of 
information, from the local to the national 
level, and thus provide a rough picture of grow- 
ing, static, and declining occupations within 
the State or, in some cases, local areas. With 
the sharp drop in Federal funding and staff- 
ing levels in the ES system since fiscal year 
1982, however, the ability of many States to col- 
lect additional information on local employ- 
ment has been weakened. If Congress wishes 
to place more emphasis on the provision of de- 
tailed local labor market information, several 
options are available, including: 1) legislative 
guidance through JTPA oversight to focus at- 
tention on providing better information at the 
local level and on more informed use of exist- 
ing data, and 2) appropriation of funds for the 
specific purpose of developing local labor mar- 
ket information. 

Issue Area 7: Conducting research on the effects 
of technology on jobs 

Technological change affects both the num- 
ber of job opportunities and the skills and edu- 
cation needed to perform jobs. BLS long-range 
forecasting specifically attempts to incorporate 
the effects of technological change on the num- 



bers of occupations in different industries. 
Forecasting the effects of technological change 
on the numbers of jobs will, inescapably, re- 
sult in inaccuracies, simply because tike effects 
of technologies on jobs are influenced by a va- 
riety of factors that are difficult to predict, in- 
cluding overall socioeconomic changes and do- 
mestic and international competition. These 
forecasts would be more useful if additional re- 
sources were devoted to sensitivity analyses of 
the effects of major changes, including changes 
in technologies. Sensitivity analyses might help 
jobseekers and people making career choices 
to understand how the requirements of given 
careers might change in the future, but the 
analyses would be unlikely to improve signifi- 
cantly the overall accuracy of the forecasts. 

How new technologies will affect skills and 
education needed in the work force is not com- 
pletely determined by the technologies alone. 
Management, workers, and society in general 
make decisions which influence how technol- 
ogies affect jobs. The characteristics of the ma- 
chines or technologies, however, do limit avail- 
able choices. Therefore, if American businesses 
are to create jobs that build on the current and 
potential skills of American workers, those 
skills must be taken into account when the 
technologies are designed. There is a tendency 
to design skills and humans out of new, auto- 
mated production processes; there do not seem 
to be many deliberate efforts to design new 
technologies that create new, skilled jobs or en- 
hance the skills of existing workers, although 
such efforts could pay dividends not only in 
providing better jobs, but in using the technol- 
ogies themselves more effectively. 

Congress might wish to encourage system- 
atic evaluation of the employment impacts— 
both quantitative and qualitative— of now tech- 
nologies by requiring evaluation of employ- 
ment 'Impacts in major federally supported 
technology development efforts of the Depart- 
ment of Defense, the National Science Founda- 
tion, and the National Bureau of Standards. In 
addition, Congress might wish to direct the Na- 
tional Science Foundation or other agencies to 
fund one or more centers for engineering re- 
search in alternative work organization or job 
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design areas, aimed at finding ways to design 
skilled jobs in conjunction with new or exist- 
ing technologies. 

Issue Arai 8: improving basic skills in 
the work force 

While it is clear from evidence gathered in 
displaced worker and homemaker projects that 
basic skills deficiencies are widespread, the ex- 
act magnitude of the problem is unknown. A 
better undarstanding of the dimensions of the 
basic skills problem of young adults (21 to 25 
years old) is expected in the spring of 1986, 
when a national survey of functional literacy 
levels among this age group is scheduled for 
completion. This is the first national survey of 
adult basic educational skills in more than a 
decade. Regular, systematic surveys of basic 
skills performance levels among adults (not just 
young adults) could help provide guidance to 
Congress in funding programs to combat adult 
functional illiteracy. 

Even without more exact information on the 
numbers of adults with basic skills deficiencies. 
Congress may wish to consider expanding sup- 
port for basic educational programs for adults. 
This could be accomplished through Federal 
support of adult basic education through in- 
creased outreach and provision of services un- 
der the Adult Education Act (AEA), together 
with development of a long-term strategy to in- 
crease participation in AEA programs. Encour- 
aging employed adults with poor basic skills 
to upgrade those skills while still employed can 
help improve the competitiveness of their em- 
ployers, as well as help them to make career 
changes if they do become displaced. Displaced 
workers with good basic skills are more likely 
to find new jobs quickly after being displaced, 
and there are more job and training options 
open to them (see Issue Area 3, above). 

Issue Area 9: Encouraging greater use of adult 
education to ease worklife transitions 

Many unskilled or semiskilled workers are 
unaware that adult education can reduce their 
vulnerability to displacement, or that training 
programs are available within their communi- 
ties. While skilled workers, professionals, and 
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managers are more likely to take advantage of 
educational and training facilities in their com- 
munities or workplaces, these people, too, may 
not know about all the options open to them. 
Congress may wish to consider authorizing 
outreach programs to inform adult workers of 
the postsecondary educational opportunities in 
their communities, to encourage their partici- 
pation. This kind of program also could be used 
to inform people with basic skills deficiencies 
about remedial education opportunities chat 
would prepare them for postsecondary programs. 

Another option is a program of educational 
financial assistance targeted to workers most 
likely to be displaced. Under existing policies, 
tax deductions for training generally extend 
only to courses related to a worker's current 
job, and part-time adult students who are em- 
ployed have difficulty competing for Federal 
financial assistance. Workers in industries or 
occupations that are considered particularly 
vulnerable to displacement might be given pref- 
erences in access to Federal financial assis- 
tance. Eligibility for the assistance could be 
determined by State or Federal labor and em- 
ployment agencies. 

Issue Area 10: Encouraging training and retraining 
of active work forces 

The impact of displacement on the work force 
can be reduced if workers in displacement- 
prone industries or occupations begin to make 
transitions to different careers while they are 
still employed. Often, factors leading to dis- 
placement develop over a long time, sometimes 
over several years. While some workers may 
make effective use of this time to find a new 
job or develop different job skills, most do not. 
This is especially true of the workers most vul- 
nerable to displacement, that is, unskilled or 
semiskilled workers. 

One of the most effective ways to deliver edu- 
cation and training to workers is at the work- 
place, with the support of employers. Estimates 
vary greatly, but American business probably 
spends tens of billions of dollars a year on 
worker education and training— much more 
than the Federal Government. However, with 
the exception of on-the-job training (which is 
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not usually counted as a training expenditure), 
most of this assistance is heavily weighted 
toward professionals, technicians, managers, 
and other highly skilled people. The workers 
most vulnerable to displacement—low-skilled, 
nonsupervisory or production workers— are 
probably the group least served by employer- 
provided education and training. In addition, 
many small businesses do not have the re- 
sources to provide the kind of education and 
training many larger businesses offer. 

Measures Congress could consider to broaden 
employers' support for employee education 
and training include: 1) continuing the exclu- 
sion from taxable income of employee bene- 
fits under qualified employer-provided contin- 
uing education programs, an exclusion which 
will not apply to the 1986 tax year unless it is 
extended by Congress; 2) developing an im- 
proved information base on employer-provided 
training and education to better judge its ade- 
quacy, and to help identify public policies en- 
couraging these services; and 3) adopting new 
incentives to encourage employers to extend 
training and education opportunities to under- 
served groups of workers, possibly by allow- 
ing employers to use such expenses as tax cred- 
its. An alternative to the third option might be 
a small additional payroll tax to finance retrain- 
ing of either active or displaced workers from 
businesses that do not choose to provide such 
services themselves. Employers who do pro- 
vide education and training to low-skilled pro- 
duction and nonsupervisory workers could be 
exempted from such a tax. 

Issue Area 11: Encouraging research, development, 
and transfer of instructional technology 

New instructional technologies, including 
computer-aided instruction (CAI) and inter- 
active videodisk systems, have great promise 
in adult training and education. These systems 
can improve access to training and education 
since they can be made available at times and 
places that are convenient for adults* They also 
can reduce the amount of time it takes to learn— 
an important advantage given the limited 
amount of time most adults have available for 
education. Some studies have found that adults 



in computer-based training achieved the same 
competencies as adults in conventional train- 
ing in less than three quarter? the time* Al- 
though the initial costs of these technologies 
are often viewed as a barrier to their adoption, 
the costs are decreasing, and operating costs 
can be very low when high use levels are 
achieved. New educational technologies are es- 
pecially promising for teaching basic skills, 
where a large clientele and relatively unchang- 
ing curriculum offer the potential for very cost- 
effective instruction. 

New educational technologies, despite their 
promise, are not yet widely used in adult ed- 
ucation. One reason is that few teachers and 
administrators have much experience with these 
technologies, and potential users have trouble 
judging the quality of the courseware that is 
available. Most courseware was not specifical- 
ly designed for adults, and information on the 
performance of courseware packages is seri- 
ously lacking. Potential users need data on how 
well different systems work, as a basis for in- 
vestment. 

If Congress wishes to encourage greater use 
of instructional technologies, the Federal role 
could be expanded through more effective 
measures to transfer federally developed train- 
ing technologies to education and training in- 
stitutions, and the private sector; greater sup- 
port for development of new adult basic and 
vocational training materials for instructional 
technologies; and establishment of one or more 
national centers to focus research on how 
adults learn 

Many instructional technologies in current 
use were developed or supported by Federal 
agencies— mainly the Department of Defense 
but to some degree the Department of Educa- 
tion and the National Science Foundation. Sys- 
tems developed for the specific needs of the De- 
partment of Defense can often be adapted to 
civilian adult education, but information fre- 
quently is not available to potential users* 
Moreover, the expense of modifying them may 
inhibit adoption. Congress might wish to con- 
sider establishing a training technology trans- 
fer office to keep a descriptive inventory of 
training technologies developed under Federal 
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agencies, together with information on the ca- 
pabilities of the technologies. Such an office 
could also encourage adaptation of the course- 
ware for civilian use by allowing commercial 
enterprises to lease or buy federally developed 
technologies, modify them, and sell them to 
end users. 

Much of the courseware used in basic skills 
education was developed for high school stu- 
dents—not the mature population of adults that 
have basic skills deficiencies. Support for re- 
search and development of new courseware 
specifically designed for adults could enhance 
the potential contribution of instructional tech- 
nology in the adult education system. Such 
activities could be funded through the Adult 
Education Act. To avoid competition for the 
limited funds available for delivery of remedial 
education services urn er AEA, it may well be 



that a separately funded mechanism would be 
needed. 

Congress may also wish to encourage more 
research on the nature of the adult learning 
process. Currently, little research is conducted 
on such questions as how to design curricula 
and instructional approaches so that they are 
appropriate for adults, how to measure func- 
tional literacy levels among adults, and how 
to evaluate adult performance in educational 
programs. Also, little attention has been given 
to the adult learner in evaluations of instruc- 
tional courseware. Such issues could be ad- 
dressed through a research program focused 
on the adult learner. One option would be for 
Congress to direct the Department of Educa- 
tion to charter one or more national research 
centers for adult learning and basic skills. 
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INTRODUCTION 



In recent years, the issue of how to assist 
workers who have lost their jobs due to struc- 
tural changes in the economy has prompted 
considerable debate in Congress. In 1982 Con- 
gress established a new national program, un- 
der Title III of the Job Training Partnership Act 
(JTPA) to provide special training and reem- 
ployment assistance for displaced workers. 
This initiative and Trade Adjustment Assis- 
tance (TAA), a program begun in the early 
1960s, are the major Federal programs to help 
displaced workers as a special group of unem- 
ployed people. 1 The Carl D. Perkins Vocational 
Education Act, passed in 1984 > expanded the 
vocational education opportunities open to 
adult workers who lose their jobs because of 
technological change or need training to re- 
main employed. The Perkins Act and some pro- 
visions in JTPA also authorize services to dis- 
placed homemakeis. 

Assistance for displaced workers is part of 
a whole range of government and private ac- 
tions needed to keep the U.S. economy open 
and growing in an increasingly competitive 
world. Certain broad government policies, 
such as fiscal and trade policies, related both 
to U.S. competitiveness and to maintenance of 
high levels of employment are touched on in 
this assessment, but are not analyzed here. 
State, local, regional, and Federal economic de- 
velopment policies may also contribute to the 
reemployment prospects of displaced workers. 
In some localities and regions, strategies to at- 
tract business, to stimulate job creation in the 
private sector, and to create some public sec- 
tor jobs as well may have helped to reverse eco- 
nomic decline. While the importance of eco- 
nomic development and job creation strategies 
are recognized, specific policy issues and op- 



1 In addition, several other Federal programs have been estab- 
lished over the years that provide adjustment assistance to work- 
ers displaced under certain highly specialized circumstances. 
These specialized programs are not addressed in this report. 



tions related to these two topics are not within 
the scope of this assessment. Most of the pol- 
icy issues discussed in this chapter are focused 
on helping people prepare for worklife changes, 
and helping workers to cope if displacement 
occurs. 

Current Programs 

The largest and most important program spe- 
cifically for displaced workers— Title III of 
JTPA— has existed for only about 3 years and 
in most States began operation less than 2 years 
ago. The program supports State and locally 
administered projects that provide displaced 
workers with training, retraining, job search 
assistance, placement services, and relocation 
assistance. Those eligible for assistance in Ti- 
tle III projects include the following: 1) laid- 
off workers who are unlikely to be able to re- 
turn to their previous industry or occupation, 
2) workers who lost jobs due to permanent 
plant closings or layoffs, and 3) the long-term 
unemployed who have limited opportunities 
for reemployment. 

As this report was completed (December 
1985), the level of services that States would 
offer displaced workers in the coming year was 
somewhat uncertain. Congress voted a 55-per- 
cent reduction in funding for JTPA Title III for 
fiscal year 1986, down from $223 million the 
year before to $100 million. In proposing and 
defending the cut, Administration officials ar- 
gued that not all appropriated funds from pre- 
vious years had been spent, and that the car- 
ryover funds plus the new appropriation would 
be enough to maintain current service levels 
throughout the 1986 program year. 2 (See the 
discussion in ch. 5.) The reduction in the ap- 



2 In addition, the Administration sought a fiscal year 1985 pro- 
gram rescission of $119.5 million for Title III of JTPA and a $25 
million rescission in the TAA program. These proposed rescis- 
sions were not acted on by Congress. 
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propriation would affect different States quite 
differently, however. Some States that got an 
early start on active programs for displaced 
workers and did not have large carryover funds 
might have to cut back services. The allocation 
of most Title III funds among States is fixed 
by statutory formula and would be difficult to 
change. In making the funding cut, Congress 
directed the Secretary of Labor to give first pri- 
ority for discretionary Title III funds to States 
that would otherwise have to reduce their serv- 
ices to displaced workers. 

The status of the other large Federal program 
for displaced workers— TAA— was uncertain 
as this report was completed. TAA assists 
workers certified to have lost their jobs because 
of the impact of import competition. The pro- 
gram has been on the books since the early 
1960s, but has been widely used only since 
1974. 

Up for reauthorization in 1985, TAA was 
temporarily extended by Congress through De- 
cember 19, 1985. However, Congress adjourned 
for the year without completing action on a 
budget reconciliation bill that proposed a longer 
term reauthorization for TAA. 

While authorization for TAA technically ex- 
pired after December 19, 1985, the 99th Con- 
gress was expected to give further considera- 
tion to the program in its second session. In 
addition, some TAA services can continue 
through fiscal year 1986 under a continuing 
resolution passed just before Congress adjourned 
for 1985, 

Debate about year-to-year funding levels for 
displaced worker prograns should not obscure 
the longer term, more fundamental issues con- 
cerning the prospective role and need for dis- 
placed worker programs in an economy that 
will continue to undergo structural changes in 
the years to come. Whatever the specific fund- 
ing levels provided in the short term, the need 
for new policy directions for displaced worker 
programs are likely to depend on whether these 
programs are viewed as emergency responses 
to high levels of unemployment during a reces- 
sion, or as a continuing national commitment. 



Displacement remains a serious problem in 
economic upturns as weil as during recession 
(see ch. 4), Public attention to displacement, 
however, tends to rise and fall with the unem- 
ployment rate. Title III of JTPA, like the Man- 
power Development and Training Act 20 years 
earlier, was adopted when unemployment was 
high (9.4 percent in 1982, compared to 7,3 per- 
cent in the first half of 1985). The initial im- 
plementation of JTPA, in the transition year 
program that began in October 1983, coincided 
with a rapid economic recovery. Structural 
unemployment did not vanish with recovery, 
however. 

Displacement is likely to be a continuing, 
possibly accelerating feature of the economic 
life of the Nation. Global competition is hasten- 
ing the adoption of new production technol- 
ogies, the loss of some domestic production to 
lower wage areas abroad, and the shrinking of 
some older industries. This heightened com- 
petition stimulates shifts in product lines, loca- 
tions, and production techniques— changes 
characteristic of a dynamic economy— to cause 
displacement in particular industries, occupa- 
tions, and regions even when the overall econ- 
omy is doing quite well. 

Thus, the need for adjustment services pro- 
vided by displaced worker programs will con- 
tinue, even though the level of demand for 
some services may fluctuate depending on the 
state of the economy. In better times, more dis- 
placed workers may find new jobs on their 
own; fewer may opt for extensive retraining 
to find them. In worse times, demands for re- 
training and assistance in finding jobs are 
likely to be greater. But displacement and the 
desire for assistance on the part of some dis- 
placed workers is a lasting feature of a rapidly 
restructuring economy, in good times as well 
as bad. 

Major Policy Goals 

With this perspective, Congress may wish to 
define some major goals for dealing construc- 
tively with displacement when it occurs, pre- 
venting it vhen possible, and preparing for in- 
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evitable change. Three such goals might be to: 
1) expand services to displaced workers and 
put a stronger emphasis on training, 2) improve 
the skill level of the U.S. work force in general, 
and 3) enlarge the information base both for 
programs that serve displaced workers and for 
those that help Americans prepare for work- 
life transitions. 

Expanding Services to Displaced Workers and 
Emphasizing Training 

First, there are policy choices to be made on 
how many displaced workers government-spon- 
sored programs should try to reach, and how 
much emphasis retraining should receive in the 
mix of adjustment services offered. In the first 
years of the new JTPA Title III program, only 
a small proportion of eligible displaced work- 
ers—probably less than 5 percent— received Ti- 
tle III services. It also appeared that most pro- 
grams focused strongly on placing workers 
promptly in new jobs, with less emphasis on 
retraining and other relatively expensive serv- 
ices, such as relocation. In projects strongly 
committed to training, as many as one-third of 
participants may enroll, and costs per client 
are typically $2,000 or more. In the JTPA tran- 
sition year, ending June 1984, the Title III pro- 
gram cost per client was $768; in the 1984 pro- 
gram year, ending June 1985, the cost per client 
was $895. 3 

If Congress wishes to support a broader dis- 
placed worker program, designed to attract 
more participants and enlarge training oppor- 
tunities, it might consider a package that in- 
cludes: 1) aggressive outreach, including cri- 
sis response teams that help deliver adjustment 
services in plants which are closing or under- 
going mass layoffs, starting before the layoffs 
begin; and 2) a stronger emphasis on retrain- 
ing, including extended income support— up 
to 1 year or more, at the level of unemployment 
insurance benefits— for displaced workers and 



'The Title III program cost per client given here is the Fed- 
eral portion. For three-quarters of Federal Title III grants, match- 
ing funds are required; they may be public or private, in cash 
or in kind, and may include a wide variety of items, including 
unemployment insurance payments and the employer's share 
of subsidized wages for workers getting on-the-job training. 



displaced homemakers who are enrolled in 
training needed for employment. Training 
would include, for those who need it, remedial 
work in reading and math skills. 

The costs of a Title III program extended to 
more people, combined with a stronger com- 
mitment to retraining, would be considerably 
higher than present program costs, although 
benefits to the workers involved and to soci- 
ety would also increase. A nationwide program 
of aggressive outreach, including pre-layoff 
assistance, might cost the government about 
$30 to $50 million per year, depending on how 
much is contributed by the private sector and 
assuming that the services would reach about 
300,000 people annually. 4 However, savings 
gained from more effective service delivery 
could offset some of these costs. Benefits in the 
form of faster reemployment of displaced 
workers, and less spending for unemployment 
insurance and income transfer payments, 
might also offset costs. 

The costs of greater emphasis on retraining, 
though they cannot be figured precisely, are 
likely to be substantial. Benefits would be 
gained when the training begins to pay off in 
higher incomes for the retrained workers, more 
taxes paid on their incomes, and less need for 
transfer payments. More effective outreach 
might attract many more displaced workers to 
the Title III program. The Labor Department 
currently uses a planning figure of 150,000 per 
year for displaced workers expected to receive 
Title III services. Assuming that aggressive out- 
reach raises the figure to about 300,000 per year 
and that 20 percent of the extra participants 
opt for training, at a cost of $2,000 apiece more 
than the current average cost per Title III Cli- 
ent, the additional cost would be about $60 mil- 
lion per year. This compares to $223 million 
appropriated for all Title III services in fiscal 
year 1985, and $100 million for fiscal year 1986. 

In addition, if 5 percent of displaced work- 
ers—say 15,000 people— opted for extended 
training and received income support for one 



information on costs of various elements of displaced worker 
programs is summarized in later sections of this chapter, and 
is discussed more fully in chs. 5 and 6. 
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year, the extra cost (beyond the average un- 
employment insurance benefits paid to un- 
employed workers now) would be about $47 
million. Most displaced homemakers do not 
qualify for unemployment insurance. Income 
support for them during training— even at the 
modest level of $119 per week, the average un- 
employment insurance payment— could imply 
substantial outlays. For example, if 20,000 dis- 
placed homemakers per year chose this option, 
the cost would be about $124 million. 

Given the likelihood of higher Federal spend- 
ing if a more aggressive program of assistance 
to displaced workers is adopted, Congress 
might wish to consider alternative funding 
mechanisms for this option. For example, leg- 
islation has been proposed in the 99th Congress 
that would impose a small duty on imported 
goods, and earmark the proceeds for assistance 
to workers losing jobs on account of trade. If 
Congress believes the import duty concept has 
merit as a way to finance adjustment assis- 
tance, it might want to consider making all dis- 
placed workers eligible for assistance funded 
by the import duty— not just those displaced by 
trade. As discussed throughout this report, 
especially in chapters 8 and 9, the effects of 
trade, technological change, and changing con- 
sumer preference are so interrelated that sin- 
gling out one as the cause for particular cases 
of displacement is always difficult, often im- 
possible. Another possibility to consider would 
be a small payroll-based tax for financing the 
retraining of displaced workers. 

An import duty or payroll tax might not be 
considered appropriate for financing services 
to displaced homemakers. Yet an argument can 
be made that both individual employers and the 
competitive position of the American economy 
benefit from having available well-trained, 
competent workers, offering skills that are in 
demand. Thus, opening programs financed in 
these ways to displaced homemakers might be 
a possibility. 

Improving the Skills of the Work Force 

A second major goal that Congress may wish 
to consider is a vigorous program to improve 
the skill level of the U.S. work force. The pur- 



pose would be to increase the competitiveness 
of American firms and, at the same time, to 
protect the earning capacity and standard of 
living of American workers. Instead of react- 
ing to displacement after the fact, this set of 
options would try to prevent it when possible, 
and otherwise prepare for it so as to mitigate 
its painful effects. An aggressive program in 
support of this goal could include: 1) greater 
emphasis on improving reading, math, and 
other basic skills of adult workers; 2) support 
for research, development, and evaluation of 
technologies that effectively help adults learn 
both basic educational skills and specific tech- 
nical skills; 3) transfer of federally developed 
education and training technology to the pub- 
lic education system and to private businesses; 
4) support for programs that help adults con- 
tinue their education and training on their own 
initiative; and 5) support for the retraining of 
active workers by employers. 

The costs to the Federal Government of achiev- 
ing this goal are difficult to determine, even 
roughly, but would certainly be substantial. For 
example, the most important Federal program 
for adult basic education supports State and 
local projects that serve between 2 million and 
2,6 million people per year; these figures are 
small compared with a frequently cited esti- 
mate that more than 25 million American 
adults are functionally illiterate. While that esti- 
mate should not be accepted uncritically, it is 
clear that current programs serve only a frac- 
tion of adults who need basic education. Fed- 
eral expenditures for the program in fiscal year 
1985 amounted to $102 million ($38 million less 
than the law authorized). States typically con- 
tribute an equal or greater amount than the 
Federal Government contribution. It is not 
clear how many more adults would enter the 
program if more emphasis were placed on out- 
reach. Even with expanded outreach, it is 
unlikely that all of the people with basic skills 
deficiencies would be reached. 

Instructional technologies, such as computer- 
aided instruction and interactive videodisk sys- 
tems, hold high promise for adult education 
and for training of workers by private employ- 
ers. An expanded Federal role to encourage use 
of instructional technologies for basic skills and 
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technical training would entail some additional 
expenditures, but these costs could bring ben- 
efits (e.g., faster program completion by adult 
participants). Most courseware now used for 
adult basic education was developed for high 
school students or young adults. Thus, Federal 
support for research and development of course- 
ware for basic skills might focus on mature 
adults. In addition, a specifically designed 
mechanism for transferring Federal training 
technologies and materials to the private sec- 
tor and public educational institutions could 
be adopted, to give training technologies greater 
visibility than they have under existing, generic 
mechanisms for transfer of federally developed 
technologies. One legislative proposal would 
fund a mechanism of this kind at $3 million 
per year. Several other options for improving 
work force skills (e.g., greater support for in- 
dividuals' continuing education, a tax credit 
for employers who offer increased training op- 
portunities to their workers, and possible use 
of a small payroll-based tax to finance train- 
ing and retraining activities) could also be con- 
sidered. The costs to the Federal Government 
for some of these options (e.g., a tax credit) 
would depend largely on employer and em- 
ployee responses to the incentives. 

Improving Information 

A third major policy goal for Congress to 
consider is improvement of information, so 
that training and employment programs are 
better matched with the needs of the labor mar- 
ket and can serve workers more effectively. For 
whatever other major goals Congress might de- 
cide to undertake, better knowledge is basic. 
Compared with the extra costs of active pro- 
grams to serve more displaced workers or to 



upgrade workers' skills, costs of better infor- 
mation appear to be relatively low— in the tens, 
not hundreds, of millions. 

An improved information program could in- 
clude these elements: 1) more frequent and 
more detailed reports on how many workers 
are being served in Title III programs and what 
kind of services they are getting; 2) annual 
reporting on plant closings throughout the 
United States, including the numbers of work- 
ers affected, their characteristics, and the re- 
gions most affected; 3) adequate funds for col- 
lection and analysis of better labor market 
information at the local level, especially on oc- 
cupations and skills in demand; 4) adequate 
funds for obtaining up-to-date qualitative infor- 
mation about jobs, for the use of educators, ca- 
reer counselors, training and employment proj- 
ect staff, and people making career choices; 5) 
evaluation of the employment effects of major 
technology developments that are federally 
supported; and 6) funding of a center for re- 
search on new ways to organize work and de- 
sign jobs as technological advances take place. 

Specific issues emerging from OTA's exam- 
ination of displaced worker programs, dis- 
placed homemaker programs, and other em- 
ployment, training, and education services are 
discussed in the rest of this chapter. A num- 
ber of additional issues besides those briefly 
mentioned above are included. They are grouped 
into five policy areas: 1) delivery of assistance 
to displaced workers; 2) policy issues affecting 
displaced homemakers; 3) options for labor 
market information and research related to oc- 
cupational change; 4) strategies for facilitating 
worklife transitions; and 5) the Federal role in 
research, development, and transfer of instruc- 
tional technology. 



DELIVERY OF ASSISTANCE TO DISPLACED WORKERS 



Title III of the Job Training Partnership Act 
created a new program for offering adjustment 
assistance to displaced workers. In the brief 
time the program has existed, displaced worker 
projects have been launched in nearly all States. 



As in any new program, initial difficulties have 
been apparent in some States and projects. 
While some of these difficulties have been over- 
come with experience, other problems are 
more fundamental. 
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Overall, on the basis of currently available 
data, it appears likely that fewer than 5 percent 
of displaced workers across the country par- 
ticipate in JTPA projects. The reasons why peo- 
ple fail to participate are difficult to document, 
but they probably include lack of knowledge 
about the existence of programs, failure of 
some projects to offer services in demand lo- 
cally, and relatively low demand for services 
during a period of economic recovery (as in the 
first years of the Title III program, 1983-85). 
Some of the approaches emphasized below, 
such as greater emphasis on outreach and pre- 
layoff services, can be expected to increase par- 
ticipation in displaced worker programs. 

The low participation rate of displaced work- 
ers in Title III projects suggests caution in 
drawing simple relationships between funding 
for the program and the rate of unemployment. 
An aggressive outreach effort that attracted 
more participants could also require increased 
funding for the program— even if unemploy- 
ment should decline. Conversely, if nothing is 
done to improve participation levels, funding 
levels will remain modest, but only a small por- 
tion of displaced workers who could benefit 
from JTPA services will be assisted by projects. 

OTA's review of the experience so far with 
displaced worker projects indicates that sev- 
eral issues related to delivery of assistance 
merit consideration: 1) improving abilities to 
respond rapidly to plant closings and mass 
layoffs; 2) encouraging prompt reemployment, 
possibly through temporary wage supplements 
or relocation; 3) enhancing education and train- 
ing opportunities in displaced worker projects; 
and 4) improving information, reporting, and 
monitoring under JTPA Title III programs. 
Specific options for improving adjustment 
assistance in JTPA Title III programs are dis- 
cussed below, and summarized in tables 2-1 
and 2-2. In addition, questions about Trade Ad- 
justment Assistance, the special program to as- 
sist workers displaced by competition from im- 
ports, are also discussed. 



Rapid Response to Displacement 
(Issue Area 1, Table 2-1) 

Experience so far with displaced worker pro- 
grams strongly suggests that the best time to 
begin assistance to workers is before layoffs ac- 
tually occur. Although .:ot every worker will 
take advantage of the services early, having 
them available is important to boosting morale 
and offering training while workers are still 
eligible for the maximum amount of unemploy- 
ment insurance and other forms of income sup- 
port. Moreover, many workers will use job 
search assistance to find new jobs before the 
layoffs begin, so that their employment is never 
interrupted. Advance warning of layoffs makes 
it possible to take constructive action early; but 
unless it is associated with other measures to 
assist the displaced workers, it may be of only 
limited benefit to them, while possibly impos- 
ing added burdens on employers. 

While JTPA authorizes pre-layoff assistance, 
only a few States have developed institutions 
to deliver services before layoff in any system- 
atic fashion. In the event that Congress wishes 
to place greater emphasis on pre-layoff assis- 
tance, several options are available, including: 
1) legislative guidance (through JTPA oversight 
or appropriations directives) to focus greater 
attention on pre-layoff assistance efforts (op- 
tion la in table 2-1), 2) creation of a consulta- 
tive service to encourage cooperative efforts by 
labor and management to offer pre-layoff assis- 
tance (option lb), and 3) encouragement of 
early notice of mass layoffs and plant closings 
(option lc). These options are not mutually ex- 
clusive, but could be implemented independ- 
ently. Pros and cons of the individual options 
are discussed below. 

An adequate, up-to-date count of plant clos- 
ings in the United States does not exist, but 
most State directors of JTPA Title III programs 
reported that plant closings were continuing, 
in some areas accelerating, during 1984 and 
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Table 2-1.— Selected Options tor Improving Adjustment Assistance in JTPA Title III Programs 



tissue area and options 



Relationship to other options 



ktm Ant 1: Imprwkig npld nsponst to dlspltctmnl 

a) Congressional action such as oversight efforts or Although this option could be conducted in 
appropriations directives, to encourage greater conjunction with 1b and 1c below, it is viewed here 
use of pre-layoff assistance in Title III projects as a single option that would entail less extensive 

action than the other two options. 



Relationship to current policy 



Estimated cost of option to Government 



b) Authorize the establishment of Federal or feder- 
ally supported State consultative services to fa- 
cilitate cooperative labor-management pre- layoff 
assistance. 



c) Require, or provide incentives for, early or ad- 
vance notification of large plant closings and 
layoffs. 



tow Aru 2: Fscktitfng npld mmptoymnt 
a) Assisting workers in relocation through 
I) legislative directive under JTPA to encourage 

greater use of relocation options; and 
ii) continued authorization of relocation help un- 
der TaA or provision of equivalent benefits 
under JTPA 



If adopted nationwide, this option might be more ef- 
fective if implemented in conjunction with advance 
notification (option 1c). However, the option could 
be implemented in selected states on a demonstra- 
tion pioject basis (i.e., in those States that already 
require or encourage notification) or on a voluntary 
notice basis. 

Advance notification (whether voluntary or required 
by State and/or Federal Government) is needed for 
pre-layoff assistance of the sort discussed in option 
1b. A nationwide advanced notification system could 
provide information for plant closing and mass lay- 
off data reports (discussed in option 4d). 

These two options could be adopted singly, or in con- 
cert In general, the emphasis placed on relocation 
assistance will vary greatly among States and local- 
ities depending on prospects for local economic de- 
velopment to create new jobs. In some declining 
areas, relocation may be one of the few options open 
to displaced workers. Under JTPA Title 111, the em- 
phasis placed on relocation would depend on State 
program decisions. 



b) Require the Secretary of Labor to submit a report If the Investigation showed that expanded, automated 
to Congress which examines the costs and bene- job banks would be cost-effective, thev could facfli- 
fits of automated State job bank systems, linked tate relocation . 
In several ways, and compares these with a fully 
automated, central national job bank system viiu 
job-matching capabilities. 



c) Authorize temporary wage subsidies to displaced Could be implemented inoepenoently or in conjunc- 

workers as an inducement to take lower paying tion with options 2a and 2b For many workers, other 

Jobs with a potential for advancement One pro- options (e.g , relocation or intensive classroom train- 

posal would allow workers to receive (over the ing) offer more promise as a reemployment strategy 
course of a year) up to 80% of their remaining 
Ui benefits if they take lower wage jobs than re- 
quired by the State Ul system. 



JTPA authorizes pre-layoff assistance, but provision 
of this service by State Title ill programs is hampered 
by an absence of institutions to provide pre-layoff serv- 
ices and by absence of advance notice of impending 
layoffs In most States. Legislative guidance and en- 
couragement through the JTPA oversight process 
might encourage more State action. 

Demonstration projects could be conducted by the 
Secretary of Labor under current authority, using dis- 
cretionary funds from JTPA. If adopted nationwide, 
legislative authorization for a small unit in an existing 
Federal agency, or for support of State-run adjustment 
services could be considered. 



implementing this option could increase JTPA Title III serv- 
ices, if pre-layoff assistance were not provided at the ex- 
pense of current services, additional funding could be 
needed. Federal funding requirements under this option 
could depend on State carryover fund balances. 3 



There is currently no Federal requirement for advance 
notification although iegislation has been p. ^osed 
since 1974. One State (Maine) requires advance no- 
tice; a few other States (Massachusetts, Michigan, 
and Wisconsin) have voluntary inducements for early 
warning of plant closings or layoffs. 

The Trade Adjustment Assistance program has pro- 
vided for relocation allowances to workers certified as 
displaced by trade, but will expire unless reauthor- 
ized Relocation assistance also is permitted among 
the range of services authorized by Title Hi of JTPA, 
but few projects make much use of this option. 



Based on expenence with a similar program in Canada, 
such a consultative service might cost about $171 per 
worker served. If approach were applied nationwide, the 
costs couid be as high as $30 to $50 million per year in 
Federal funds, depending on how much is contributed by 
non-Federal sources andassuming that 300,000 workers 
per year receive services. Selected pilot project* could 
serve as an initial step in implementing this alternative. 

Costs not estimated, if implemented as a Federal require- 
ment, costs wouM depend on expenses of establishing and 
maintaining a new Federal regulatory program. 



Section 465 of JTPA authorizes the Secretary of Labor 
to establish and carry out a nationwide computerized 
job bank and matching program. Limited steps 
towards implementing section 465 have been taken 
by the Labor Department's Employment and Training 
Administration. 



Other than in some company-union contracts, no wage 
supplement programs currently exist Given the lack 
of experience with the wage subsidy approach, one 
possibility would be to demonstrate wage subsidies 
on a trial basis. 
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Among the few intensive relocation programs now in place, 
financial assistance to workers ranges from $650 to $1 ,600 
per worker, with $1,050 being the average for TAA. If 
10,000 workers were served each year, costs of reloca- 
tion assistance would be about $6.5 million per year for 
JTPA Title ill (assuming average relocation expenses of 
$850 per worker). 3 This is about 4% of overall JTPA fund- 
ing in FY 85. A less expensive option would be to author- 
ize a program of guaranteed or tow-cost loans for relocation 
expenses. 

The direct costs of conducting a study of tr.j State sys 
terns and the national system have not been estimated, 
but would be minor. If study led to expansion of the sys 
tern, major costs could be entailed. Cost of establishing 
a fully computerized nationwide job bank system with job 
matching capabilities have not been estimated. By one est! 
mate, it couid cost $241 million over 5 years to bring jusl 
data processing equipment in ail States up to date. Alter- 
native funding mechanisms (e.g., possible use of ES trust 
funds) could be assessed in the study. 
Lack of experience with this approach suggests a need 
for caution in evaluating the costs of wage supplements. 
Based on assumptions stated in the text, the maximum 
cost of providing wage supplements under the option would 
be $690 more per worker than undercurrent Ui benefits. 
For every 100,000 workers in such j program, costs could 
be $69 million above the cost of their Ui benefits. Actual 
costs could be tower if significant numbers of workers who 
would otherwise remain on the Ui rolls until their benefits 
expired participated in the program. 



Table 2-1.— Selected Options for Improving Adjustment Assistance In JTPA Title III Programs— Continued 



issue area and options 



Relationship to other options 



Relationship to current policy 



Estimated cost of option to Government 



to* Am 3: E*knKi*g tfvcttk* i*d tnlatog oppottviMu I ft Ftfe /// pnf$cts 



a) Authorize income support to displaced workers 
in training programs which extend beyond the 26- 
week regular schedule for Ul benefits, through 
a targeted program of assistance. An additional 
26 weeks of income support at a level equal to 
Ul benefits would make It possible for Title III par- 
ticipants to take 9-month training courses, leav- 
ing some time for job searches at tha end of the 
courses. Eligibility for the extended support could 
be determined at an early point of regularly sched- 
uled Ul benefits. 

b) Emphasize remedial education services in JTPA 
projects by: 

i) identifying achievement of basic education 
skills as a performance standard in JTPA Title 
ill projects: 

ii) directing States to excuse unemployed peo- 
ple from Ul work search requirements while 
enrolled in intensive remedial education 
classes; and 



iii) earmarking a portion of JTPA funds for reme- 
dial education in Title III projects. 



In general, it can be expected that more workers will 
be interested in intensive training programs when im- 
mediate reemployment opportunities are limited; the 
availably of additional income support for displaced 
workers participating in intensive training could In- 
crease the number of Title III participants seeking 
training. 



These three options couid be adopted singly, or in 
conjunction with each other. Options for remedial 
education in JTPA projects can also be viewed in the 
broader context of Federal assistance for *M basic 
and adult secondary education under the Adult Edu- 
cation Act. (See options for improving basic skills 
in fte active work force, table 2-5. Issue Area 8.) 



JTPA Title III does not prohibit a stipend program of 
income support for workers in intensive training, but 
stipends are very seldom provided. Some workers may 
not be able to participate in a long-term training pro- 
gram extending beyond expiration of Ul benefits (usu- 
ally. 26 weeks). Although Ul benefit levels are used 
here to identify costs, additional income support for 
displaced workers in intensive training could be 
funded through JTPA Title III or a separate fund (such 
as has been provided under Trade Adjustment As- 
sistance). 



i) "Employment competencies" are identified as a 
performance standard only for JTPA services pro- 
vided to youths. Adults (either disadvantaged or 
displaced) are not included. 

ii) Some States do not Include remedial education 
among the "approved" activities in which partici- 
pants receiving Ul benefits are exempted from 
work search requirements while in training. JTPA 
specifically exempts Title III workers in full-time 
intensive skills training from such requirements, 
but does not explicitly mention remedial education. 

iii) Some State JTPA Title III programs provide little 
specific funding for remedial education. 



Costs of providing an additional 26 weeks of income sup- 
port at ar. equivalent level to Ul benefits might average 
about $3,094 per worker. For every 7.500 people (5% 
of the assumed number of JTPA Title III participants) found 
eligible for extended income support while training, costs 
of the program would be $23.2 million. Experience from 
Canada (which has an extensive train.ng system coupled 
to income support) and limited data from California sug- 
gest that the per worker cost calculated above is on the 
high side. 2 b 



i) To the extent that additional services (beyond current 
services) were added, some additional costs couid be 
entailed a 

ii) Same as (i) above, for JTPA Some additional State Ul 
costs would result 



iii) Extra costs for remedial education specifically provided 
in some of the belter Title III projects average about 
$200 per worker. For every 30.000 Title Hi participants 
needing such courses, and taking advantage of them, 
the cost would be $6 million, a little under 3% of the 
Federal Title III appropriation for FY 85 i b 



I funds at the end of program years Unspent Title III funds carried over from the program 



'Costs to the Federal Government of Implementing the option may depend in part on whether States carry over substantial unspent, and unobligated Title I 

wear ending June 30. 1985 amounted to $184 5 million nationwide. Amount carried over differed greatly from one State to another 
DEstimate is derived from the available Information about the proportion of displaced workers that are likely to avail themselves of this particular option The Department of Labor uses the figure of \ 50.000 workers served by displaced worker projects 

each year for planning purposes, the 150.000 number is used in this chart as a "baseline" figure for the number of workers likely to use Title III In a hypothetical year The actual figure could be higher or lower 
SOURCE' Office of Technology Assessment 
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1985. 5 Under JTPA Title III, States may offer 
displaced workers pre-layoff assistance and 
may support early intervention programs, con- 
ducted in cooperation with employers or labor 
organizations, for plant closures or layoffs that 
are expected to be permanent. Several States 
have put considerable effort into rapid response 
teams. They attempt to find out about impend- 
ing layoffs and bring reemployment programs 
to the workers early. Because most States do 
not require or even encourage advance notice 
of plant closings and large layoffs, the States 
that are interested in rapid response try to en- 
list voluntary cooperation from companies in 
giving early warning. Many State managers of 
JTPA Title III programs mention as a leading 
concern the need to learn of large layoffs and 
plant closings in advance, so they can offer 
prompt assistance. 

In States where rapid response teams exist, 
the teams typically mobilize r id coordinate re- 
sponses from a number of State and local agen- 
cies whenever they learn about an impending 
plant closing. A team representative may make 
plant visits, acquainting the soon-to-be-dis- 
placed workers with options and available serv- 
ices, such as testing and assessment to deter- 
mine transferable skills or needs for education 
and training, job counseling, job search train- 
ing, and possibly job placement efforts. 

How many major plant closings and layoffs 
are reached by these rapid response pre-layoff 
efforts is not known. Anecdotal reports suggest 
that in 1985 many States were not yet prepared 
to act promptly to news of layoffs. Some com- 
panies wishirs to provide timely adjustment 
services to workers they are laying off have 
sought technical assistance from State Title III 
programs or local Private Industry Councils 
(PIC) but have not received a prompt, effective 
response. The ability of Title III programs to 
provide help quickly to displaced workers is 
one potential topic for JTPA oversight. 

While States can support plant-centered dis- 
placed worker projects under JTPA, the law 



"The U.S. General Accounting Office is analyzing data on plant 
closings and the number of workers affected by them; the study 
is scheduled for completion in 1988. 
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provides no mechanism especially designed to 
help create such projects. Moreover, no State 
has yet established any permanent agency to 
help labor and management establish their own 
worker adjustment and placement committees. 
Among the unique advantages of such commit- 
tees are personal acquaintance with the work- 
ers and their abilities, and personal networks 
for turning up local job opportunities. In addi- 
tion, unionized workers are more likely to trust 
and participate in a program that their union 
is committed to and responsible for. Manage- 
ment participation makes clear the company's 
commitment to assisting its laid-off workers. 
Many companies are able to make valuable 
contributions of space for a reemployment and 
retraining center in the plant, staff time to oper- 
ate it, and time off for workers to attend pro- 
gram activities. 

Canada's 20-year-old Industrial Adjustment 
Service (I AS) 0 provides a model for such a pro- 
gram and evidence that it can work well at 
moderate cost. Labor-management committees 
established by the IAS operate placement ef- 
forts in most of Canada's major plant closings 
and layoffs. Except in the depths of recession, 
the committees have consistently placed about 
two-thirds of the laid-off workers during the 
period they are in business (generally 1 year). 
In Canada's fiscal year 1982-83, IAS-assisted 
committees offered adjustment services to 
about 36,000 workers losing their jobs in plant 
closings and large layoffs. (Translated into 
terms of the U.S. labor force, which is nearly 
ten times as large as Canada's, this figure is 
equivalent to about 320,000 workers served.) 
The cost to Canada's National Government for 
the part of the IAS program that serves these 
workers was roughly $3.9 million in 1982-83, 
with contributions from the private sector 
bringing the total to about $6.1 million. Canada's 
economy was in deep recession in 1982-83; 
costs of the IAS program are reported to be 
lower in nonrecession years. 

Four factors seem to account for much of the 
IAS achievement. First is the fact that the peo- 
ple who know the plant's workers best, and 



•IAS was formerly called the Manpower Consultative Service. 
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also are personally acquainted with other em- 
ployers in the area, can be highly effective in 
turning up job openings. Second, the small 
cadre of IAS field officers (numbering only 66 
for labor adjustment services in 1984) have a 
high degree of responsibility, are not bound by 
red tape, and respond quickly, usually within 
a day. Third, each labor-management commit- 
tee is chaired by an independent, experienced 
chairman, chosen by the committee from an 
IAS list; thus, it is not necessary for each com- 
mittee to reinvent the ?1. Finally, most of 
Canada's labor force is covered by legal re- 
quirements for advance notice of plant closings 
or layoffs affecting more than 50 workers; this 
enables the IAS to get an early start. 

Because of significant differences in the two 
programs, Canada's IAS cannot be compared 
directly with JTPA Title III services in the 
United States. The JTPA program is much 
broader, encompassing training as well as 
placement, and it serves a more general popu- 
lation of displaced workers, not just those af- 
fected by plant closings and large layoffs. At 
the same time, at least in its first years, the Ti- 
tle III program served many fewer workers in 
relation to the size of the labor force. In addi- 
tion, its measure of performance is looser. 

About 177,700 workers were servea in Title 
III programs during program year 1984 (July 
1984 through June 1985), including 132,200 
who were newly enrolled that year. Of those 
served, 113,600 had officially left the program 
—had been terminated, in the language used 
in State reports— by June 30, 1985. (The rest 
were still in the program.) Of those terminated, 
74,200 were reported to have found jods. (No 
information is available about those who were 
not placed; presumably they left the program 
while still unemployed.) The entered employ- 
ment rate reported by the Labor Department 
for the Title III program nationwide for pro- 
gram year 1984 was 65 percent; the figure is 
based on workers who signed up for the pro- 
gram and were counted as having terminated 
from it. In Canada's IAS program, placement 
rates of 66 percent over the years are based on 
all the workers displaced in plant closings or 
mass layoffs. There are no comparable place- 
ment figures for JTPA. 



In drawing lessons for the United States from 
the Canadian experience, an IAS-like program 
might be regarded as a supplement to, or a part 
of, the broader JTPA Title III program, not as 
a substitute. Continuing programs not based 
in plants would still be necessary, since many 
displaced workers lose their jobs a few at a time 
in communities affected by plant closings and 
layoffs. An IAS-like program, though moder- 
ate in cost, would require funding, possibly on 
the order of $108 to $171 in government funds 
per worker served, depending on how much 
the private sector contributes. New hinds 
might be provided for such a program, or Ti- 
tle III money might be diverted for it, especially 
if these funds were exempted from the 5 per- 
cent limit the law imposes on State adminis- 
trative costs of JTPA programs, 5 

Advance notice of layoffs is an important 
part of rapid response efforts. While some com- 
panies try to provide as much advance notice 
as possible, others provide little or no notice. 
In the United States, over the past decade, Con- 
gress, at least 20 States, and several localities 
have considered legal requirements for ad- 
vance notice. Few States, however, have actu- 
ally adopted such requirements. One State 
(Maine) currently requires advance notice of 
plant closings or layoffs affecting more than 
50 workers; three (Massachusetts, Michigan, 
and Wisconsin) have voluntary advance notice 
laws. 

At the Federal level, bills relating to advance 
notice have been introduced in every Congress 
since 1974 but none has been enacted. One pro- 
posal (H,R, 1616) was brought to the floor of 
the House in November 1985 and defeated by 
a close vote, 208 to 203, Some other proposals 
(but not H,R, 1616) would link advance notice 
to other requirements, such as provision of 
severance pay, extended health insurance cov- 
erage, and retraining or relocation allowances 
to the laid-off workers. Some opposition to 
plant-closing bills may have been based on ob- 
jections to the cost of these obligations. Of the 
bills in the 99th Congress calling for advance 
notice, some (e.g., H.R. 211 and H.R. 1212) also 

7 In late 1985, the U.S. Department of Labor was considering 
undertaking a pilot program similar to the IAS model in coop- 
eration with a few selected States. 
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include other employer obligations. However, 
H.R. 1616 (the bill voted on by the House in 
the 99th Congress) called only for 90 days ad- 
vance notice of layoffs affecting 50 or more 
workers* unless business circumstances made 
this impossible, with no further obligations on 
employers except for consultation with em- 
ployees on alternatives to plant closings. The 
idea of using the advance notice period for 
examining alternatives to closure raises a dif- 
ferent issue from the options under discussion 
here, which relate only to delivery of effective 
adjustment services before layoff. 

In t!ie longstanding controversy over a legal 
requirement for advance notice, opponents 
have made two principal arguments: 1) that it 
burdens business, forcing companies to keep 
ailing firms open longer than is economically 
efficient, and weakening industrial competi- 
tiveness; and 2) that it can have a perverse ef- 
fect, undermining the morale of the work force 
and changing terms of business with custom- 
ers, suppliers, and creditors, thus forcing the 
closure of some plants that might have man- 
aged to stay open. 

Those who favor the requirement point to ex- 
perience, in other countries and in this coun- 
try under union contracts, where advance no* 
tice is the rule. In Canada and a number of 
European countries, businesses (including 
U.S.-owned businesses) are able to comply with 
advance notice requirements. Experience also 
shows that worker morale can stay remarka- 
bly high after a plant closing announcement, 
so long as effective readjustment services are 
offered promptly. Without this constructive 
and timely action, advance notice might be dis- 
ruptive. The two issues are intertwined. Pro- 
vision of services to displaced workers before 
layoff is highly desirable; it is hard to accom- 
plish without early warning of layoff; and early 
warning may accomplish little unless a prompt 
response is made and high-quality services are 
provided. 

Laws that encourage, but do not require, ad- 
vance notice are a compromise, and have 
sometimes won the backing of both sides iu the 
argument, (e.g., both business and labor sup- 
ported the concept of incentives for advance 



notice in Massachusetts; the State law en- 
courages compliance with voluntary guidelines 
that include advance notice, and bars compa- 
nies that do not comply from State-guaranteed 
loans and tax breaks.) In a less formal way, and 
without rewards or penalties to promote com* 
pliance, some managers of State JTPA Title III 
programs are trying to persuade employers that 
it is in their own interest to give early warn- 
ing of plant closures and layoffs. They stress 
the potential for keeping worker morale high 
and maintaining good community relations. Al- 
though some success has been reported from 
these efforts— Arizona, for example, says that 
word-of-mouth reports from satisfied employ- 
ers have encouraged other employers to co- 
operate—most States interested in pre-layoff 
assistance are frustrated by their inability to 
anticipate the layoffs. 

Facilitating Rapid Reemployment 
(Issue Area 2, Table 2-1) 

Most displaced workers seek rapid reemploy- 
ment when jobs similar to their old jobs in 
wages and skills are available in their commu- 
nities. However, many displaced workers are 
not able to find comparable jobs. Programs 
such as relocation assistance or publicly funded 
temporary wage supplements might help these 
displaced workers get back to work more 
promptly than they otherwise would. 

For displaced workers who take new jobs 
paying less than the old ones, wage supple- 
ments might bridge part of the income gap; the 
payments would be limited to a fixed transi- 
tion period during which workers could get ex- 
perience on the new job and recoup some of 
their earning power. Except in some collective 
bargaining agreements, no wage supplement 
program exists at present. In communities 
where job choices are few and poor, relocation 
offers some displaced workers improved chances 
for satisfactory reemployment. Relocation 
assistance, including both information and fi- 
nancial assistance, is currently available to dis- 
placed workers under Title III of JTPA and to 
eligible unemployed workers in the Trade Ad- 
justment Assistance program, (Even though 
TAAs authorization lapsed as this report went 
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to press, relocation assistance and some other 
kinds of TAA assistance apparently will con- 
tinue through the end of fiscal year 1986 un- 
der a continuing resolution enacted on Decem- 
ber 19, 1985. See subsequent section on TAA 
for details.) 

If Congress wishes to consider the expansion 
of relocation assistance or the establishment 
of wage supplements to encourage prompt 
reemployment of displaced workers, several 
options are available, including: 1) legislative 
guidance through JTPA oversight to encourage 
attention to the relocation option (option 2a (i) 
of table 2-1); 2) continued authorization of TAA 
relocation assistance or provision of equivalent 
benefits under JTPA (option 2a (ii)); 3) direc- 
tion that a study be conducted on the costs and 
benefits of expanding the intrastate and inter- 
state job bank system to facilitate relocation of 
displaced workers (option 2b); and 4) legisla- 
tive authorization »? : ..rtial, temporary subsi- 
dies to displaced Wu ; accepting jobs at sub- 
stantially lowered wages (option 2c). 

Relocation Assistance 

U.S. workers have traditionally been mobile; 
many still are, especially younger people. How- 
ever, it is usually true that fewer than 10 per- 
cent of displaced blue-collar workers relocate 
to new areas, even when there is little hope of 
satisfactory new jobs in their home communi- 
ties. Many displaced workers are mature or 
older people for whom tne costs of moving are 
high: selling a house at a loss, paying more for 
housing in a high-priced boom town, giving up 
a spouse's job, breaking family and community 
ties. In fact, the circumstances in which very 
many displaced workers might choose to relo- 
cate are probably limited. Vigorous efforts to 
help workers relocate are most appropriate in 
areas of long-term economic decline or in very 
limited labor markets (e.g., mining communi- 
ties that once depended on copper, iron, or ura- 
nium, where chances of economic revival are 
remote). Considerable numbers of displaced 
workers may be encouraged to move from 
communities where their job prospects are 
poor, if they can get help in job hunting out- 
of-area, and financial help with relocation ex- 
penses. 



On the basis of limited experience from an 
Employment Service (ES) program in the 1970s 
and the more recent efforts of a few displaced 
worker projects, it appears that several kinds 
of services are needed to support relocation of 
displaced workers, in appropriate circum- 
stances. These services include: 1) information 
and counseling about employment and living 
conditions in other areas; 2) adequate, current 
information on job openings and assistance in 
locating suitable jobs for individual workers; 
3) financial assistance to help cover the out-of- 
pocket costs of job searches and interviews in 
distant areas; and 4) limited aid with moving 
costs. The costs of moving from a depressed 
area can be so high that even generous reloca- 
tion allowances will not fully cover them, but 
some assistance with moving expenses is an 
important part of the package. 

JTPA does not explicitly set limits on the 
amount of relocation assistance that may be 
given to displaced workers, but there are prac- 
tical limits. Relocation assistance can be quite 
expensive, and States have other claims on 
their Title III grant money. In Arizona, for ex- 
ample, where many displaced workers come 
from copper mining communities, the State Ti- 
tle III program emphasizes relocation to an un- 
usual degreee. However, because of funding 
limitations, the program allows no more than 
$650 per worker in financial assistance. TAA 
relocation assistance is comparatively gener- 
ous; up to $800 is allowed for out-of-area job 
search and an additional limit of $800 is set for 
defrayal of moving expenses. 

Currently, relocation assistance plays a mi- 
nor role in most displaced worker programs. 
In a telephone survey of State managers of Ti- 
tle III programs, 22 provided information on 
relocation assistance; 13 said none of their 
clients received it. Of the nine that responded 
positively, only three said they provided the 
service to 5 percent or more of their clients, 
or spent as much as 5 percent of their funds 
on the service. Arizona, with its copper miners, 
provided relocation assistance to 15 percent of 
clients; Minnesota, where many displaced 
workers come from the State's played-out iron 
mines, provided the service to 10 percent. 
About 500 workers in these two States com- 
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bined received relocation assistant in the 
transition year, October 1983 to >u»» 1984. 

Because of the special circumstances in 
which a strong emphasis on relocation is most 
appropriate, it is likely that provision of the 
service will continue to vary a great deal 
among States* It may be, however, that more 
workers in a substantial number of States 
would take advantage of the option if it were 
offered in more effective form* For planning 
purposes, the U,S, Department of Labor cur- 
rently assumes that 150,000 workers per year 
will be served in Title III programs* For a rough 
indication of the cost of offering more inten- 
sive relocation efforts, let us assume that 10,000 
workers per year (distributed unevenly across 
the country) receive the service* If the cost per 
worker were midway between $650 (as in Ari- 
zona) and $1,050 (roughly the average TAA 
grant in 1984), the overall program cost would 
be $8*5 million per year* This is about 4 per- 
cent of $223 million, which was the Federal 
share of Title III program funding in fiscal year 
1985* If more effective delivery of all services 
to displaced workers had the effect of expand- 
ing participation, demand for relocation assis- 
tance might rise, along with demands for other 
services* 

The figure of $8*5 million for relocation assis- 
tance to 10,000 displaced workers (or $17 mil- 
lion for 20,000, and so on) may be compared 
to the cost to the Federal Government of peo- 
ple's adjusting their taxable incomes by sub- 
tracting job-related moving expenses* In 1982 
(the last year for which figures have been pub- 
lished) taxpayers took adjustments of about 
$3*7 billion for moving expenses connected 
with their jobs* If the average income tax rate 
of 26 percont is applied to this figure, the loss 
to the Federal treasury was over $900 million* 
The Federal income tax moving adjustment is 
of very limited help to a workers in low tax 
brackets; tax credits are in general more help- 
ful to people in low tax brackets than deduc- 
tions or adustments* 

One option that is not offered either under 
JTPA or the TAA program is low-cost loans to 
displaced workers to cover moving expenses* 
A loan has the advantage of encouraging relo- 



cation when that seems to be the best option, 
without the public's paying for a move that the 
worker might undertake anyway* 

Relationship of the Interstate Job Bank System 
to Relocation 

Theoretically, a nationwide computerized job 
bank and job-matching system might be help- 
ful to workers contemplating relocation, since 
it could acquaint jobseekers throughout the Na- 
tion with current job openings, and acquaint 
employers with applicants who may fit theii* 
needs* Such a system was authorized by JTPA 
but does not yet exist, although the Labor De- 
partment's Employment and Training Admin- 
istration (ETA) has taken some steps in this 
direction* Two considerations suggest caution 
in trying to make the Interstate Job Bank list- 
ings more comprehensive and more fully auto- 
mated: 1) the cost of doing so, which has not 
yet been estimated; and 2) questions as to how 
much the service would be used* On the other 
hand, a current* complete system of job listings 
might serve a broader range of jobseekers, and 
do it more effectively than the partial system 
that now exists* 

The Inte r state Job Bank in Albany, New 
York, was opened by ETA in July 1984, replac- 
ing the 5-year-old Interstate Clearance System* 
The bank operates as an exchange center for 
job orders in State ES systems throughout the 
country* Evidence of expanded coverage over 
the old system is that 44,700 job openings were 
listed in the bank in 1984, compared with 1,500 
the previous year* The Interstate Job Bank is 
not, however, the complete nationwide system 
envisioned in the law* It is quite limited in cov- 
erage, has no job-matching features, and is by 
no means fully computerized* 

Listings with the Albany Interstate Job Bank 
now consist largely of hard-to-fill jobs, most of 
them professional and technical, selected for 
inclusion by State ES systems* The idea behind 
the selection is that the bank serves workers 
considering relocation, and lower level jobs are 
thought to hold little attraction for people con- 
sidering moves (and, conversely, blue-collar 
workers without special skills do not ordinar- 
ily consider relocation)* 
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No attempt is made in the Interstate Job Bank 
to match job orders with clients whose appli- 
cations are on file in ES offices throughout the 
I country; instead, job matching is done in the 
local ES offices* Connections between the State 
systems and the interstate bank are only partly 
i computerized. All but six States send in their 
? job orders by mail, and all but one receive the 
listings back by mail; only Nevada has two-way 
^ telecommunications links with the Albany cen- 
; ter. Allowing time for mail deliveries and up- 
dating of the listings, the turnaround time from 
P ; State ES systems to the interstate bank and 
r back again is at least 8 days, probably more 
often 10. A one-way telecommunications link, 
j\ such as five States now have to the bank, can 
reduce the lag time to as little as 2 or 3 days. 
A two-way link, like Nevada's, allows same-day 
communication. 

Two questions are at issue in upgrading the 
present Interstate Job Bank. One is faster com- 
munication, so that job orders are listed quickly 
and removed quickly when the jobs are no 
longer open. The other is broader coverage. An 
on-line, instantly reactive, dial-up job bank sys- 
tem, covering all the jobs in the ES systems, 
is feasible technologically. However, it would 
require upgrading of automation in State sys- 
tems. Not all statewide job banks are auto- 
mated; in those that are, automation is present 
in varying degree; and the systems are not al- 
ways compatible. To build a unified system 
would almost certainly require scrapping some 
of what is already in place. 

No detailed estimate of the cost of a compre- 
hensive, nationwide, computerized on-line sys- 
tem has been made. The costs would have to 
include not only the hardware (computers and 
telecommunication lines), but a software sys- 
tem, plus staff tiire for training, operation, and 
maintenance. Altogether, the system would 
clearly cost a good deal more than the mail-in 
system most States use now, at least for the 
period when capital investments are being 
made and training costs are at a peak. In 1984, 
the Interstate Conference of Employment Secu- 
rity Agencies estimated that it would require 
an investment of $241 million over 5 years to 
bring the data processing equipment of all State 



Employment Security systems up to date; this 
figure includes only the cost of the hardware 
(modern mainframe computers, desk'terminals, 
and disk storage technology). The estimate cov- 
ered data processing needs for unemployment 
insurance and labor market information as well 
as for the Employment Service. 

One alternative for improving the existing In- 
terstate Job Bank is for all States to transmit 
data one or both ways by telephone line, rather 
than by mail, as most do now. This could re- 
duce delays in listing and removing job orders. 
No cost estimate of this alternative is available. 
Another, more fundamental, alternative would 
be to put efforts first into upgrading State job 
banks and matching systems. At present, Mis- 
souri is the only State with a fully automated 
"paperless" system. If other States developed 
similar systems, communication among them 
on job openings and qualified applicants could 
be accomplished either by networking the State 
systems or, in a more rudimentary fashion, by 
making each State system available for elec- 
tronic query by an office in any other State. In 
either case, a degree of commonality would 
have to be designed into all the State systems. 
As noted above, the capital cost of installing 
modern equipment in all States has been es- 
timated at $241 million over 5 years. This 
amounts to $48 million per year, and is about 
6 percent of the current $770 million annual 
budget for basic services in the ES system. The 
costs of telecommunication equipment, soft- 
ware development, and staff training time are 
not included, but neither are the savings in 
operation and maintenance that ES systems prob- 
ably would reap from using modern equipment. 

The principal criticism of a nationwide, com- 
prehensive, computerized job bank is its poten- 
tial cost in relation to benefits. Since the ES 
system is entirely federally supported, upgrad- 
ing the present interstate bank (or intrastate 
banks, for that matter) would require either ad- 
ded Federal funds or a redirection of present 
resources, with possible sacrifice of other ES 
services or closure of some ES offices. Federal 
support for ES and unemployment insurance 
is provided through a system of trust funds. 
Possibly, job bank improvements might be 
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funded through the use of trust fund money 
without necessarily raising taxes directly. How- 
ever, the issue is complex and would require 
study. A significant question is what type and 
what level of improvement would be worth the 
cost, regardless of how funded. 

It is not certain that an improved interstate 
bank would improve the functioning of the la- 
bor market, since many of the job orders flow- 
ing into ES offices call for very limited skills 
and pay low wages. These jobs often have 
limited appeal even for local workers, not to 
speak of workers in distant places. Hard-to-fill 
professional and technical jobs that might have 
national markets are already entered into the 
Interstate Job Bank* Whether even these jobs 
listings are attractive to workers considering 
relocation is uncertain; often the jobs are hard 
to fill because the pay they offer is relatively 
low. In addition, it may be questioned whether 
there is a need for professional jobs to be cov- 
ered in a publicly financed labor exchange sys- 
tem, since there are many private exchanges 
(including nonprofit ones, such as professional 
associations) serving them. 

An argument in favor of broader coverage 
of listings is that blue-collar and other lower 
paid workers are often more willing to relocate 
when they are given practical help in getting 
jobs at the other end. Adequate information 
about job openings, although not sufficient by 
itself to encourage relocation, is one part of the 
necessary help* An interstate bank that lists a 
broad range of jobs might be used coopera- 
tively by ES offices and displaced worker proj- 
ects to encourage relocation out of depressed 
areas into areas where jobs are going begging. 
The enhanced effectiveness and reputation of 
a more comprehensive, quickly reactive inter- 
state ES system might attract more job orders 
from employers, leading to further improve- 
ment of the system* The same might be true 
of the intermediate step of up-to-date com- 
puterization of intrastate job banks. 

Some bills before the 99th Congress call for 
greater attention to upgrading the Interstate Job 
Bank or intrastate banks. One (H.R. 670) would 
authorize $50 million per year for 4 years to 
develop and implement computerized job bank 



systems in each State, using software that is 
compatible with other systems in so far as pos- 
sible. Another (S. 1033) calls for establishing 
a nationwide job bank and job-matching pro- 
gram in connection with employment services 
for veterans. 

Another bill (H.R. 1219) takes a different ap- 
proach, calling for a study to determine if the 
benefits of a highly sophisticated national job 
bank would outweigh the costs. The proposal 
would direct the Secretary of Labor to submit 
a report to Congress on such a bank's feasibil- 
ity and costs, containing information on: 1) the 
extent to which the nationwide job bank and 
job matching system authorized under JTPA 
could be expected to increase employment op- 
portunities in each State; 2) the estimated cost 
of making such a system fully operational; 3) 
the extent to which development of the system 
would require changes in the existing ES op- 
erations of each State; and 4) the feasibility of 
using nonprofit privately operated job-referral 
services for low-skill jobs in low-wage indus- 
tries, rather than using the State ES offices or 
a nationwide computerized job bank and match- 
ing program. Any study of the benefits of an 
automated national job bank should compare 
a centralized, national system with several 
ways of linking individual automated State 
systems. 

Wage Supplements 

Many displaced workers find rapid reem- 
ployment only in jobs that offer substantially 
lower pay than their old jobs. This is a com- 
mon burden of displacement. In recent years, 
at least 30 percent of adult workers who found 
new full-time jobs after displacement took pay 
cuts of 20 percent or more. Temporary, par- 
tial supplements to the wages on a new job 
have been proposed as a way to ease the tran- 
sition for some displaced workers. 

If temporary supplements to wages on lower 
paying jobs were available, some workers might 
be inclined to seek reemployment sooner, with 
the benefit to themselves of getting back to 
work, getting experience in new jobs, and gain- 
ing time to recoup some of their former earn- 
ing power. Additional benefits to society might 
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include a smaller overall bill for income sup- 
port payments. This outcome is not certain, 
however; the cost of wage supplements might 
exceed present costs of income support pro- 
grams. There has been very little experience 
with wage supplement programs— certainly 
none on a national scale. The only such pro- 
grams in existence are those in a few company- 
union contracts which allow the use of sup- 
plementary unemployment benefits to tempo- 
rarily bring wages on a new job close to the 
level of wages on the old job. 

One suggestion for government action is to 
establish a special trust fund for wage supple- 
ments, limited to a fixed transition period and 
available only to older, more experienced work- 
ers. Another is contained in a bill in the 99th 
Congress (H.R, 758) which proposes, among 
other things, to offer supplemental payments 
from the unemployment insurance (UI) trust 
fund to workers who take jobs at a lower wage 
than is required under their State's UI law. The 
payments could amount to as much as 80 per- 
cent of the UI benefits an unemployed worker 
is eligible to collect, and could last as long as 
a year. No cost estimates are available for these 
proposals. They might prove to be quite costly, 
especially if they attracted large numbers of 
new participants to the Title III program. 

A cost estimate for a hypothetical wage sup- 
plement program may be roughly calculated. 
For every 100,000 workers receiving a wage 
supplement, the cost might be about $70 mil- 
lion per year, assuming that these workers re- 
ceive 30 percent of the full benefits for which 
they are eligible. The calculation is based on 
the average UI benefits received by U.S, work- 
ers in 1984 ($119 per week for 15 weeks) and 
the maximum duration of UI benefits in nearly 
all States that year (26 weeks). The number of 
recipients of a wage supplement would depend 
strongly on the exact terms of the program. 
With 30 percent of reemployed displaced work- 
ers taking pay cuts of at least 20 percent, the 
number could be high. 

A wage supplement program, though novel, 
might be viewed not as entirely new, but as an 
alternative use of unemployment insurance to 
encourage faster reemployment. The program 



might also be regarded as somewhat analogous 
to subsidies paid to employers in on-the-job 
training programs. In any case, because of the 
large uncertainties as to levels of participation 
and costs, if Congress is interested in the pro- 
posal, a trial or demonstration program might 
be the most practical first step. 

Education and Retraining Under Title III 
(Issue Area 3, Table 2-1) 

Several issues have arisen about education 
and retraining in JTPA Title III programs, in- 
cluding: 1) uncertainty about how much em- 
phasis is being placed on classroom skills train- 
ing in Title III projects, 2) possibly providing 
extended income support for workers enrolled 
in skills retraining courses, and 3) giving great- 
er attention to the remedial education needs 
of displaced workers. 

Inadequate Data on Formal Training in 
Title III Projects 

In some of the better displaced worker proj- 
ects, a substantial minority of participants— 
perhaps as many as 20 to 30 percent— choose 
training in a new skill or occupation, seeing 
the retraining as an important avenue to a good 
job. Depending on local job opportunities, de- 
mands for training may vary; it appears that 
more workers opt for formal training during 
recessions than during prosperity, when im- 
mediate reemployment prospects are good. 

Some concern exists, however, that JTPA Ti- 
tle III programs may be overemphasizing im- 
mediate placement, at the expense of skills 
training. Although classroom training is expen- 
sive, it may best serve the long term interests 
of some displaced workers. With the informa- 
tion currently available, it is difficult to tell how 
much training and education is being offered 
in Title III programs. The Labor Department 
does not require States to provide detailed 
breakdowns on the number of participants and 
the funds spent for each of the services pro- 
vided in Title III projects. The question of 
whether adequate emphasis is being placed on 
classroom training services is, therefore, a po- 
tential topic for congressional oversight. It 



ERIC 



71 



Ch. 2— Policy Issues and Options • 63 



seems unlikely that detailed information about 
the mix of services provided under JTPA will 
become available unless Congress specifically 
requires the Labor Department to instruct 
States to provide the information. This infor- 
mation could be a required component of an 
expanded State reporting system under JTPA, 
discussed in a subsequent section of this chap- 
ter. (See options 4a, 4b, and 4c in table 2-2.) 

Income Support Alternatives for Workers 
in Intensive Training 

For most workers, unemployment insurance 
benefits are the primary source of income dur- 
ing training. JTPA directs States to exempt dis- 
placed workers who are enrolled in eligible 
training activities from the work-search re- 
quirements of the UI system. 8 Many skills re- 
training courses offered to displaced workers 
are brief, lasting only a few weeks, in order to 
fit training and job search assistance into the 
regularly scheduled 26-week duration of UI 
benefits. 

While these short-term courses may be suffi- 
cient for training in some skills, some displaced 
workers who could benefit from longer, more 
intensive training courses may not be able to 
participate without income support lasting 
longer than UI benefits. Unlike the TAA pro- 
gram, which has provided up to 52 weeks of 
income support to eligible workers while they 
are in approved training, stipends for displaced 
workers in training are rare under JTPA Title 
III. 

Several ways to provide additional income 
support to displaced workers in longer term 
training have been proposed in recent Con- 
gresses. Some proposals would give supple- 
mental Federal unemployment compensation 



•The U.S. Department of Labor'** Employment and Training 
Administration issued a directive on implementation of this re- 
quirement (contained in Section 302 of JTPA) on June 29, 1983. 
Section 302 requires states to identify employment opportuni- 
ties, and associated training opportunities, for groups of indi- 
viduals eligible for Title III assistance. Acceptance for such train- 
ing is deemed acceptance of training by the State under Federal 
laws relating to unemployment benefits. Section 3304 of the Fed- 
eral Unemployment Tax Act of 1970 indicates that benefits to 
otherwise eligible individuals should not be denied if the indi- 
vidual is participating in training approved by the State. 



to unemployed workers who continue in JTPA- 
funded training after their regular UI benefits 
expire. Another approach is to encourage 
States to expand eligible training activities for 
workers receiving UI benefits. Still another ap- 
proach is to permit displaced workers to use 
penalty-free disbursements from Individual 
Retirement Accounts for tuition expenses 
while they are training. Finally, some bills 
would give displaced workers and displaced 
homemakers greater access to Federal student 
aid assistance. 9 

If Congress wishes to pursue the concept of 
offering additional income support to displaced 
workers in extended training programs, the 
question of containing the costs could be crit- 
ical. One way to keep costs down would be to 
target the available assistance only to those 
who have demonstrated a commitment or need 
for extended training. In a targeted approach, 
eligibility for extended income support prob- 
ably should be determined for most workers 
before the half-way point of their regular UI 
eligibility. (See option 3a in table 2-1.) 

If screening of this sort were employed, what 
would be the likely costs of offering targeted 
assistance to displaced workers in extended 
training under JTPA Title III? Assuming that 
each worker in intensive training needed 1 year 
of income support (9 months for a classroom 
training course plus some leeway at the begin- 
ning and end of the course), an additional 26 
weeks of income support beyond the usual 26 
weeks would be needed. If the added income 
support were equal to regular UI benefits, the 
additional cost would average $3094 per 
worker. (While UI payments have been used 
as the basis for computing costs, it would not 
necessarily be desirable to fund the program 
through the UI system; funding through JTPA 
Title III appropriations or through a separate 
fund might be more appropriate.) 



•See, for example, H.R. 3700, the proposed Higher Education 
Amendments Act of 1985 as reported by the House Committee 
on Education and Labor on Nov. 20, 1985. In addition, proposals 
have been made to encourage workers and employers to estab- 
lish individual training accounts (ITA) to cover training expend- 
itures should the worker become unemployed. The ITA concept 
is discussed in ch. 6, and in the continuing education section 
of this chapter. 
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The number of people likely to make use of 
intensive training programs of this sort will 
fluctuate, depending on general economic con- 
ditions and reemployment prospects. How- 
ever, the demand for training is not unlimited. 
Even in JTPA projects that emphasize training, 
generally only about 20 to 30 percent of the par- 
ticipants take classroom training, and, of these, 
most enroll in short-term courses. If 5 percent 
of all JTPA participants qualified for the ex- 
tended income support, the cost of the program 
would be $23.2 million, assuming (as does the 
Labor Department for planning purposes) that 
the Title III program serves 150,000 people na- 
tionwide. 

Health Care and Displaced Workers In Training 

Some displaced workers who would other- 
wise be good candidates for classroom train- 
ing may feel it necessary to forgo training when 
jobs are available, so they can regain health in- 
surance benefits for themselves and their fam- 
ilies. Provision of health services to displaced 
workers, like extended income support, might 
encourage more displaced workers to take 
retraining courses. 

The issue of medical and health services ben- 
efits for the unemployed (and for other people 
not covered by insurance plans) has been the 
subject of considerable legislative debate in re- 
cent years. Discussion of the issue as it relates 
to unemployed people in general is beyond the 
scope of this report. 10 JTPA, in theory, already 
authorizes States to provide health care for dis- 
placed workers participating in Title III train- 
ing projects. While specific information is not 
available on provision of health services to Ti- 
tle III participants, it is generally believed that 
few if any States offer it. JTPA generally places 
a 30-percent limit on the proportion of Federal 
funds that can be used for administration and 
"supportive services" (health care is just one 
of several "supportive services" permitted un- 



,0 For a discussion of proposals in Congress related to health 
insurance benefits for the unemployed in general, see Janet Per- 
nice Lundy and Anne C. Stewart, "Health Insurance: Proposals 
in the 99th Congress/' Library of Congress, Congressional Re- 
search Service, Issue Brief IB84067. 



der the act). 11 Because 15 percent of the States' 
share of Federal funds may go to the costs of 
administration, the effective limit for suppor- 
tive services (for funds subject to the limit) is 
15 percent. 12 In fact, States may spend far less; 
so far, 6 to 7 percent of the Federal share of 
Title III spending has gone to supportive serv- 
ices. Given the limited information now avail- 
able, Congress might wish to address the health 
services issue, as it relates to participation in 
training, as one subject of oversight on class- 
room skills training in JTPA. (See iable 2-2, op- 
tion 4c.) 

Remedial Education and the Displaced Worker 

Displaced workers with basic educational 
deficiencies (as in reading, writing, arithmetic, 
and oral communications) may be seriously 
hampered in their search for reemployment, 
and are often unable to participate in training 
or retraining programs. Up to 20 percent of 
participants tested in displaced worker projects 
have shown deficiencies in basic educational 
skills; some of these workers may require fairly 
intensive remedial education to correct the 
deficiencies. Other workers with less severe, 
yet still serious, basic skills deficiencies might 
benefit from shorter term courses. 

Displaced worker projects can serve as a 
highly effective delivery system for adult basic 
education. However, the high promise of Ti- 
tle III programs as a vehicle for providing re- 
medial education is not being met. While spe- 
cific displaced worker projects often strongly 
emphasize remedial education, the findings 
from an OTA phone survey of State Title III 
program managers suggest that remedial edu- 
cation has not been given high priority at the 
State level. Only half the States responded to 
questions about the number of displaced work- 
ers receiving remedial education; of these, 
seven indicated that no Title III funds were 



"The 30-percent limitation is stated in Section 307(a) of JTPA. 
Section 4(24) defines supportive services to include health care! 

"Under Title III, only the formula-funded grants to States are 
subject to the 30 percent limit. About three-quarters of Title III 
grants are formula.funded, the rest are disbursed at the discre- 
tion of the Secretary of Labor. Altogether, the 30 percent limit 
applies to only one-half of the Federal and non-Federal funds 
available to a Title III program. 
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spent for remedial education. Even among the 
States that said they provided remedial educa- 
tion in Title III projects, the percentage of 
clients served by basic education was usually 
low. Of the 18 responding States in this cate- 
gory, participation levels among Title III clients 
ranged from 0.1 to 18 percent. Eleven of these 
States— or nearly two-thirds— provided reme- 
dial education services to less than 10 percent 
of Title III participants, and seven provided 
these services to less than 5 percent. 

Thus, it appears that only a few States are 
providing remedial education to clients in Ti- 
tle III projects at a level that even approximates 
the probable need for services (using the 20 per- 
cent figure cited above as a rough indication 
of need). If Congress desires to place greater 
emphasis on remedial education in Title III 
programs, areas that merit attention include: 
1) expanding JTPA's performance standards to 
include improvement in basic education skills 
as a goal of Title III projects, 2) directing States 
to excuse unemployed people receiving UI ben- 
efits from work search requirements while they 
are enrolled in intensive remedial education 
classes, and 3) earmarking a portion of JTPA 
funds for remedial education in Title III 
projects. 

It is possible that UI requirements in some 
States make it difficult for displaced workers 
to take intensive full-time remedial education 
courses while receiving UI benefits. While 
JTPA (as noted above) directs States to excuse 
displaced workers from UI work search re- 
quirements if they are enrolled in eligible train- 
ing opportunities conducted under Title III, 
displaced workers enrolled in full-time reme- 
dial education classes are not explicitly cov- 
ered by the exemption, OTA's phone survey of 
State Title III program administrators indi- 
cated that several States do not consider reme- 
dial education a training opportunity (under 
the meaning given to it under Section 302 of 
JTPA) or as "approved training" by the State, 12 



"In addition to the provision in f,, PA, Federal law governing 
the UI system also directs that otherwise eligible unemployed 
people can be excused from work-search requirements and still 
receive UI benefits, if they are participating in any State- 
approved training— not necessarily JTPA-funded training. 



Some concern exists that JTPA's emphasis 
on successful placements and low costs may 
discourage projects from offering remedial 
education. The concern has been greatest in 
the case of Title II programs for economically 
discdvantaged people, but it may also be rele- 
vant to some Title III projects. For youth pro- 
grams under JTPA Title HA, performance 
measures include employment competencies 
recognized by the local PIC and completion of 
schooling, as well as placement in jobs. These 
measures are not included for adult workers, 
either disadvantaged or displaced. 

How the UI work test or JTPA performance 
standards affect offerings of remedial educa- 
tion in displaced worker projects is uncertain. 
It is probable, however, that some workers who 
could benefit from remedial education are af- 
fected adversely. Congress could encourage 
more attention to remedial education if it ex- 
plicitly stated that "training" under JTPA in- 
cludes remedial education, and that improving 
basic skills in reading and mathematics is con- 
sidered a positive outcome of training (see op- 
tions 3b (i) and 3b (ii) in table 2-1). 

Another measure to encourage delivery of re- 
medial education as part of displaced worker 
projects would be to allow or to require a set- 
aside of a given percentage of Title III funds 
for this purpose (see option 3b (iii), table 2-1), 
There are several mandatory set-asides in Ti- 
tle IIA; for example, 8 percent of these funds 
must be allocated for continuing education 
agencies, including adult and vocational edu- 
cation. In the same way, a small portion of Ti- 
tle III funds might be allocated to State agen- 
cies that provide education in basic skills for 
adults. For example, States might be directed 
to spend at least 3 percent of their Title III 
funds for remedial education. This is much 
more than most States now spend on remedial 
education in Title III programs, although less 
than what is spent in the most ambitious State 
efforts, (i.e., about 5 percent). 

One way to estimate the additional cost of 
emphasizing remedial education in displaced 
worker programs is to look at actual costs in 
some exemplary projects. The Ford/UAW proj- 
ect at the Milpitas, California, auto assembly 
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plant enrolled 770 workers in remedial educa- 
tion— 39 percent of the 1,997 who signed up 
for services. The average extra cost per partici- 
pant was $245 (it was only $130 per course, but 
many workers signed up for more than one 
course). In the Midland, Pennsylvania, project, 
which offers a range of remedial education 
services with excellent participation, the extra 
cost to the project is $97 per participant. As- 
suming that 150,000 displaced workers were 
to participate per year in Title III projects, and 
20 percent take advantage of remedial educa- 
tion, the cost, at $200 per participant, would 
be $6 million. This is a little under 3 percent 
of the Federal appropriations of $223 million 
for Title III programs in fiscal year 1985. 

JTPA Information, Reporting, and Monitoring 
Requirements (Issue Area 4, Table 2-2) 

OTA found several areas where current in- 
formation and reporting under JTPA Title III 
and other related programs may not adequately 
support congressional oversight of program 
activities, identification of budget priorities, or 
policy formulation. In addition, questions have 
been raised about the adequacy of Federal guid- 
ance and information to States. Four areas of 
particular concern are: 

• Reporting on demand for services in dis- 
placed worker programs is inadequate and 
out-of-date. The Labor Department re- 
quires States to provide summary annual 
reports on JTPA programs, which include 
figures on numbers of participants and 
spending levels. These reports could be 
more helpful to Congress in making budget 
decisions if they were more timely. 

• No reporting is required on the mix of 
services in displaced worker programs— 
that is, how many workers receive each 
service, including job search assistance, 
vocational skills training, on-the-job train- 
ing, remedial education, and relocation 
assistance. Such information could be use- 
ful to Congress in judging the effectiveness 
of the Title III program. 

• Reliable nationwide information on per- 
manent layoffs and plant closings (the 
number occuring each year, the number 



of workers affected, the geographical loca- 
tion of closings, and the types of indus- 
tries) does not yet exist. JTPA requires the 
Secretary of Labor to collect this informa- 
tion and publish it annually, but the effort 
was not undertaken until Congress appro- 
priated funds for it. 
• Some States complain that the Labor De- 
partment has given them insufficient di- 
rection in implementing JTPA programs, 
and believe they must be extra cautious in 
such matters as determining eligibility, so 
as not to have spending disallowed in au- 
dits later. The problem may be temporary, 
since it will ultimately be "solved" in the 
audit process, but in the meantime deliv- 
ery of services to displaced workers in 
some States may be less than optimal. 

If Congress wishes to emphasize these report- 
ing requirements under JTPA more strongly, 
or to strengthen the Federal role in guiding 
States in areas of uncertainty, it may choose 
amonj; several means of doing so, including: 
1) legislative guidance through JTPA oversight, 
to focus attention on congressional and State 
needs for timely information; and 2) earmark- 
ing appropriations for collection and publica- 
tion of data. 

Timely, adequate reports on participation in 
and spending for displaced worker programs 
could assist Congress in making appropriations 
decisions (see option 4a, table 2-2). The Labor 
Department requires reports from the States on 
their Title III activities only once a year, cov- 
ering the period through the end of the pro- 
gram year, June 30, and due 45 days later. Not 
all reports are sul mitted in time; collection of 
data that are reasonably complete for most 
States may be delayed several more weeks. 
Congressional hearings on budget and appro- 
priations for the following fiscal year begin in 
the spring; reports on spending and program 
activities that do not arrive until near or after 
October 1, when the new fiscal year begins, are 
of limited value. Even when the congressional 
schedule slips, and work proceeds on the new 
fiscal year's appropriations after the fiscal year 
has begun, information that arrives so late in 
the session may not receive much analysis or 
attention. 
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Table 2-2.— Options to Improve Information, Reporting and Monitoring Under JTPA Title HI 



Issue area and options 



Relationship to other options 



Relationship to current policy 



Estimated cost of option to Government 



H$m Am 4: Impming Intonation, nporting, tnd monitoring 



a) Legislative guidance to the Department of Labor 
requiring more frequent reports from the States 
on the number of participants and spending levels 
lor JTPA Title III programs. 

b) Legislative guidance to the Secretary of Labor re- 
quiring Title Hi grant recipients to report on the 
service mix provided in their projects at least on 
an annual basis 



c) Legislative oversight on the extent of classroom 
skills training opportunities ottered in Title III 
projects, including the question of whether 
greater emphasis on healthcare services would 
increase participation in intensive training 



Quarterly or semiannual reports on Title III programs 
would help Congress make budget decisions about 
Title III and conduct oversight of the programs 



Information about demand for and provision of differ- 
ent services (e.g., skills training, basic or remedial 
education, relocation assistance, reemployment serv- 
ices), would help decisionmakers in Congress and 
the administration determine whether a full mix of 
services is provided and would also help in budget 
and appropriations processes. 
Because inadequate information exists about the mix 
of services provided in JTPA Title III projects, over- 
sight process would be made more effective if com- 
bined with reporting requirements in option 4b 



d) Legislative directive (with earmarked funding) to 
the Secretary of Labor to continue to compile and 
report on permanent layoffs and plant closings, 
as required by section 462(e) of JTPA 



e) Legislative directive to the Secretary of Labor to 
provide more active guidance to State Title III pro- 
grams to clarify areas where uncertainties exist 
(e.g., the question of who is eligible for Title III 
projects) 



Better information about plant closing and large 
layoff? (including data on the number of closings and 
workers affected, location of facilities, and types of 
industries) could oe helpful in determining JTPA Ti- 
tle III priorities. In addition, plant-closing informa- 
tion of this sort would be useful if a national program 
of pre-layoff assistance was adopted. 



This option, while continuing the policy under JTPA 
of giving the States flexibility in implementing their 
programs, would clarify concerns of some program 
managers that they have been given too little guid- 
ance about what JTPA permits. 



This option could be implemented through a congres- 
sional directive to the Secretary of Labor to require 
recipients to submit quarterly or semiannual reports 
on Title III activities. (Section 165 of JTPAalready au- 
thorizes this.) 

Like (a) above, this option also could be implemented 
through congressional guidance to the Secretary of 
Labor on implementation of section 165 of JTPA 



Classroom skills training is one of several services 
JTPA Title ill projects are authorized to provide, and 
for some displaced workers Is the best route back to 
a good job Some concern exists that classroom train- 
ing opportunities are given little emphasis In some Title 
III projects— to the detriment of some displaced work- 
ers who might benefit from such training Also, sonrc 
displaced workers who would otherwise benefit from 
intensive training may seek immediate reemployment 
when available in order to regain health care benefits 
for themselves and their families Although JTPA Ti- 
tle III authorizes States to provide health care to Title 
HI participants, it appears that few have done so 

Section 462(e) of JTPA requires the Secretary of La- 
bor to develop plant closing data, and to publish a 
report based on this data "as soon as practicable" 
after the end of the calendar year Implementation of 
this provision did not begin until Congress made spe- 
cific appropriations for the purpose in FY 84 and FY 
85. White nztio'.wide data are now being developed, 
annual updating of the data and reporting may require 
specific appropriations in the future. The U.S. Gen- 
eral Accounting Office is currently conducting a study 
of large plant closings and mass layoffs on a one-time 
basis, with results expected in 1986 
The Department of Labor is authorized by JTPA to pro- 
vide such guidance. 



Not calculated but small some additional project costs 
would be associated with more frequent report prepara- 
tion, these data are now prepared annually 



Not calculated Many Title III projects and some States 
already develop this information In other cases, this op- 
tion would require Title ill recipients to compile additional 
information in their reports submitted under section 165 
of JTPA. and this would add somewhat to the costs of JTPA 
administration 

The direct costs of oversight would be small However, 
classroom training is one of the most expensive JTPA serv- 
ices To the extent that oversight resulted in greate r em- 
phasis in cLssroom training in JTPA projects, additk *iat 
costs could be incurred. Additional costs could also bt in- 
curred if more States offered health care services to Title 
111 participants, although a major increase in Federal costs 
would not occu r unless the spending limit (generally 30%) 
on administrative and supportive services were lifted. 



Initial appropriations for section 462(e) were $1 million in 
FY 84 for an 8-State pilot project, and $5 million for FY 
85 for expa -ion of the data compilation process to the 
remaining Ac S'ates (The data on plant closings *re de- 
rived from unemployment insurance data. "it actual 
records on plant closings or layoffs ) Costs for the data 
would probably te less in the future 



Not calculated, but direct costs would be small 



SOURCE. Office of Technology Assessment 
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The Title III reports that States are required 
to file are brief and simple. Submitting them 
quarterly, or at least semiannually, probably 
would not impose an undue burden. These 
timely reports could be more useful to Con- 
gress than annual submissions. Such reports 
would have to be interpreted carefully, how- 
ever, because spending rates for displaced 
worker programs are not necessarily even, for 
several reasons (one is that plant closings are 
sporadic, not predictable, and many States set 
aside a portion of their Title III funds for con- 
tingencies). It might be useful to add informa- 
tion on obligations, as well as on spending, of 
Title III funds. A telephone survey done in Oc- 
tober 1985 by the National Governors' Asso- 
ciation showed that, although there was a large 
carryover of unspent funds at the end of the 
program year, June 1985, most States had fully 
obligated their Title III funds by that time. 
Analysis of figures on obligation of these funds 
by States, as well as on spending, could be use- 
ful to Congress in its budget decisions. 

Current information on the operation of the 
Title III program is especially desirable be- 
cause demands for services appear to fluctu- 
ate with changing economic conditions. Dis- 
placed workers tend to seek services less, and 
probably opt for expensive classroom training 
less, in good times than in bad. Demands for 
services may also rise when services are de- 
livered more effectively-for example by rapid- 
response teams that establish pre-layoff serv- 
ices in plants undergoing closure or mass 
layoffs. Congress may wish to adjust funding, 
depending on the uptake of services, the choice 
of services, and therefore the rate of spending 
and obligation of funds. 

Although JTPA leaves decisions on service 
mixes to the States (and the States may dele- 
gate these decisions to project directors), Con- 
gress may wish to be informed on how many 
workers are getting vocational skills training, 
on-the-job training, remedial education, relo- 
cation assistance, and so on. Without this in- 
formation, it is difficult to determine the full 
benefits to workers from this federally funded 
program, or to identify the need for possible 
changes in direction. One branch of the Labor 



Department's Employment and Training Ad- 
ministration does currently collect data, on a 
sample basis, on participants, service mix, and 
outcomes in Title III projects. However, the in- 
formation from these sample surveys is neither 
detailed enough nor certain enough to give 
Congress an adequate picture of the mix of 
services being offered in displaced worker proj- 
ects. Reports, made at least annually, on how 
many workers receive specific services, on the 
outcomes (e.g., placement rates, wages) of vari- 
ous types of services, and how much money 
the program is devoting to each service could 
help to fill the information gap (see option 4b, 
table 2-2). 

Another information gap that may be of con- 
cern to Congress relates to plant closings. Di- 
rectors of Title III programs in a number of 
States believe that plant closings have been fre- 
quent throughout the economic recovery, and 
want to assure early delivery of services to the 
affected workers. Despite JTPA's requirement 
of annual reports on plant closings, no nation- 
wide compilation is yet available. Congress 
appropriated $1 million in fiscal year 1984 for 
a pilot study of plant closings, based on unem- 
ployment insurance records, in eight States; in 
1985 another $5 million was provided for a full 
50-State study. The Administration proposed 
rescission of the latter sum, on the grounds that 
economic recovery made a plant-closing study 
unnecessary. Congress did not approve the re- 
scission, and the full study is reportedly going 
forward. Results of the study may be useful to 
Congress in considering whether further spe- 
cial attention to plant closings is warranted 
(e.g., as in the proposals to require or encour- 
age early warning of plant closures and mass 
layoffs). Annual studies, should Congress wish 
to continue them, may depend on the provision 
of specific funding directives in the appropri- 
ations process (option 4d, table 2-2). 

JTPA assigns the Federal Government a mi- 
nor role in the direction of training and em- 
ployment programs. Congress may, however, 
wish to consider whether the State programs 
would operate more effectively if Federal guid- 
ance were more specific on items likely to be 
reviewed in audits (option 4e, table 2-2). Exam- 
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pies are definitions of eligibility for displaced 
worker projects, and acceptability of various 
kinds of expenditures as part of the State match 
for Title III grants. Once a number of audits 
has been completed, such questions may be re* 
solved. But meanwhile, some State program 
managers may be imposing unnecessary re* 
strictions for fear of an audit; some JTPA proj- 
ect directors say that service to clients is ham- 
pered because of State-imposed restrictions 
and red tape. State JTPA programs might ben- 
efit from clearer guidance beforehand. 

A positive contribution the Federal Govern- 
ment can make to displaced worker programs 
is in information sharing and evaluation of the 
performance of programs. The Department of 
Labor's ETA supports organizations sue** as 
the National Governors' Association (NGA) 
and the National Alliance of Business (NAB) 
in bringing State JTPA officials together for in- 
formation sharing on JTPA programs. Federal 
support for all information sharing activities 
under JTPA cost about $3 million per year, of 
which only part is related to Title III activities. 
A useful addition to these activities might be 
to create a continuously operating information 
clearing-house (either within the Labor Depart- 
ment itself or through the NGA or NAB) which 
could provide States with up-to-date infor- 
mation on how States are handling common 
problems. 

ETA also undertakes several kinds of evalu- 
ation efforts which can be useful in monitor- 
ing training programs, and in assessing the pos- 
sible need for changes. Among these activities 
is support for contractor studies of individual 
projects, including a report on model projects. 
A long-term evaluation of the impact of JTPA 
programs, comparing participants with simi- 
lar nonparticipants, is planned. Estimated 
funding for ETA evaluations was $8.6 million 
in fiscal year 1985; the figure includes evalua- 
tions of the entire $3.8 billion JTPA program, 
not just Title III, The Administration has re- 
quested $11.3 million for ETA evaluation activ- 
ities in fiscal year 1986. 

Trade Adjustment Assistance 

TAA, established in 1962 and liberalized in 
the Tradt3 Act of 1974, was intended to provide 

ERLC 



compensation and adjustment services to work- 
ers who lost their jobs from the consequences 
of foreign competition. Though much reduced 
from its height in 1980, when spending reached 
$1.6 billion and nearly 600,000 workers were 
certified as eligible for services, TAA was still 
a fairly substantial program in 1985. (Spend- 
ing for the program declined sharply after Con- 
gress redefined and limited TAA income support 
payments in the Omnibus Budget Reconcilia- 
tion Act of 1981.) Assistance to workers was 
funded at about $71 million in fiscal year 1985, 
including a $26 million appropriation for train- 
ing and relocation, and estimated omtays of 
$45 million for income support. A parallel pro- 
gram of financial and technical assistance to 
firms losing business because of foreign com- 
petition was funded at $25 million, plus loan 
guarantee authority of $15 million. As has been 
noted, TAA's authorization technically lapsed 
in December 1985. However, some TAA serv- 
ices apparently can be provided under a con- 
tinuing resolution signed into law by President 
Reagan on December 19, 1985 (Public Law 99- 
190). This law continues TAA funding for re- 
training, job search and relocation assistance, 
but not income support, through the end of fis- 
call year 1986. 14 

Congressional interest in the program re- 
mains high, and additional consideration of 
TAA in 1986 is likely. The conference commit- 
tee report on H.R. 3128, the budget reconcili- 
ation bill that was still pending when Congress 
adjourned at the end of 1385, proposes to con- 
tinue TAA and to fund the program through 
a small uniform duty on imports. 15 

In addition, at least 13 bills to extend or mod- 
ify TAA were proposed in the first session of 
the 99th Congress. Some of these bills would 
reauthorize current programs with little modi- 
fication. Others would reauthorize only the 



"This appropriation is provided in Section 101Q) of Public Law 
99-190 which appropriates such amounts as may be necessary 
for continuing activities under Sections 236, 237 and 238 of the 
Trade Act of 1974 through the end of fiscal year 1986 under the 
terms of fiscal year 1985 appropriation acts. Activities conducted 
under the three sections are training, job search allowances, and 
relocation assistance, but not income support. 

"The Conference Committee provisions on TAA can be found 
in Title XIII of H.R. 3128, the proposed Consolidated Omnibus 
Budget Reconciliation Act of 1985, as contained in House Re- 
port 99-4t'3, Dec. 19, 1985. 



78 



70 • Technology and Structural Unemployment: Reemploying Displaced Adults 



worker assistance component of TAA, but not 
the firm assistance program. Still others would 
modify the current program substantially, or 
propose quite different programs. 

The principal argument against continuing 
. TAA is that it is difficult, and probably ineq- 
■ H uitable, to try to distinguish among displaced 
workers by cause of displacement, and to sin- 
gle out one group for special treatment. The 
Administration, arguing that Congress should 
allow the program to die, held that TAA is un- 
necessary and duplicative, because JTPA pro- 
grams offer adequate services to all displaced 
workers, whatever the cause of their displace- 
ment; and that the unemployment insurance 
system provides sufficient income support to 
all unemployed workers. On the other hand, 
it is argued that TAA assists workers who are 
paying the price for a national policy (removal 
of trade barriers) that benefits society as a 
whole. Also, the program may ease protec- 
tionist sentiment among workers in trade-af- 
fected industries. 



For eligible workers (those certified as hav- 
ing been displaced due to increased imports 
of directly competitive products) TAA has pro- 
vided some significant extra benefits beyond 
those offered under JTPA Title III. TAA in- 
come support payments (set at the level of un- 
employment insurance benefits) has lasted as 
long as 18 months for workers in training, and 
relocation assistance has been more generous 
than under jTPA. Thus, TAA support has en- 
abled some workers to complete longer term 
training than they otherwise could have af- 
forded, and has encouraged some relocation 
out of depressed areas. In fiscal year 1984, 
35,000 workers received income support pay- 
ments, 6,538 entered TAA-assisted training, 
and 3,120 got relocation assistance. (The 
amount of overlap in these figures is not 
known.) If Congress chooses not to reinstate 
the program, some TAA-eligible workers can 
be served in JTPA Title III projects, although 
not necessarily at the same level of service. 



ASSISTANCE TO DISPLACED HOMEMAKERS 



In the Carl D. Perkins Vocational Education 
Act of 1984, Congress demonstrated a strong 
interest in providing Federal support for pro- 
grams serving displaced homemakers. The act 
authorized spending of up to $84 million per 
year on services specifically designated for sin- 
gle parents and homemakers, including dis- 
placed homemakers. For fiscal years 1985 and 
1986, Congress appropriated $63 million for 
Vocational Education (Voc Ed) grants serving 
this targeted group. 

Of the $63 million in Voc Ed grants set aside 
for single parents and homemakers, an unde- 
termined but probably quite large share will go 
to programs serving displaced homemakers. 
Records on past Federal spending targeted to 
displaced homemakers are incomplete, but 
CETA 16 and Voc Ed funds combined probably 
never exceeded $8 to $10 million per year. (See 
chapter 10 for details.) Even so, the increased 



'•The Comprehensive Employment and Training Act. 



funding is a comparatively small sum foi a 
training, education, and employment program 
open to a population of millions, as the fol- 
lowing comparisons with CETA and JTPA in- 
dicate. 

No estimate has been made of how many sin- 
gle parents and homemakers there are, but dis- 
placed homemakers alone probably number 
over 2 to 4 million (depending on how the term 
is defined). Supposing that all these people 
were to participate in the new Voc Ed program, 
and that two-thirds of the available funds were 
spent on displaced homemakers, only $10 to 
$21 per person would be available. The com- 
parable figure under CETA in fiscal year 1980, 
when approximately $4 billion was spent for 
general employment and training programs 
open to 16 million disadvantaged workers, was 
about $250 per eligible person. In fiscal year 
1985, when $223 million was appropriated for 
the JTPA Title III program, and the eligible 
population of displaced workers was probably 
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about 3 million, the comparable figure was 
about $75 per person. These figures are given 
only for the sake of comparing overall fund- 
ing levels relative to the size of the targeted 
populations. They are not intended to suggest 
that 100-percent particpation by any group is 
realistic. Moreover, participation rates and the 
demand for services may vary substantially 
among the groups. 

Vocational education programs under the 
Perkins Act were just gearing up in 1985; it was 
still too early to identify all the major policy 
issues that might arise under the new law. One 
issue already under debate, however, is whether 
and how to amplify the extremely sparse data 
about displaced homemakers— how many there 
are, their characteristics (e.g., age, family size, 
income, cause of displacement), the level and 
kinds of services provided to them, and pro- 
gram outcomes (e.g., training completed, place- 
ment in jobs). Another issue likely to come up 
is whether the State administrators in charge 
of the women's programs under the Voc Ed act 
are in fact able to exercise the authority the law 
grants them, and are actually dispensing the 
funds that the law sets aside for these programs. 

Another major Federal program that serves 
some displaced homemakers is JTPA. While 
the services provided under JTPA are similar 
to those that can be offered with Voc Ed funds, 
the emphasis is different: JTPA stresses place- 
ment in jobs more heavily, while the Voc Ed 
program emphasizes education and training. 
Also, as discussed above, funding for displaced 
homemaker programs under the Perkins Act, 
though much increased from previous levels, 
is still comparatively small. Both the JTPA and 
Voc Ed programs are important sources of 
funding for displaced homemaker projects. 

OTA's review of service to displaced home- 
makers under JTPA indicates that it is at a mod- 
est level so far. In 1984, 57 of 355 displaced 
homemaker projects responding to a survey re- 
ported that they had JTPA fuiiding, and about 
10 percent of the projects' funding came from 
this source. Issues of interest to Congress in 
looking at the relation between JTPA and serv- 
ices to displaced homemakers might include: 
1) eligibility of displaced homemakers, under 
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both Title IIA and Title III; and 2) relations be- 
tween displaced homemaker projects and the 
JTPA system (i.e., State JTPA program man- 
agers, local directors of Service Delivery Areas, 
and local PICs). 

An issue relevant to both the Voc Ed and 
JTPA programs is the special barriers faced by 
displaced homemakers who are interested in 
training or education. Unlike the majority of 
workers displaced from paid jobs, most dis- 
placed homemakers have no unemployment in- 
surance for income support during even a brief 
training course. Furthermore, few have income 
from spouses or other family members to relv 
on. Although supportive services and training 
allowances for trainees in acute economic need 
are authorized in both the Perkins Act and 
JTPA, they have not been much used in either 
program. Competition for student financial aid, 
another possible source of income support, is 
keen; and the aid is often more readily avail- 
able to young people going directly into col- 
lege from high school than to displaced adults 
entering or reentering training in preparation 
for a job. 

The Perkins Vocational Education Act and 
Displaced Homemakers 

Information 

Current, consistent national information on 
displaced homemakers and the programs that 
serve them is not available. States could be 
asked to provide such information under the 
Perkins Act, but the Administration has not 
done so. Thus, if Congress wishes to see the 
development of such data, it may have to con- 
sider ways of mandating it, such as requiring 
routine reporting by the States or instructing 
the U.S. Department of Education to undertake 
studies of the programs serving single parents 
and homemakers, including displaced home- 
makers. 

Little systematic information has ever been 
collected about displaced homemakers or the 
projects created to serve them. Nationwide esti- 
mates of the number of displaced homemakers 
vary widely according to the definition selected 
(e.g., whether women under 35 years old are 
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included or excluded). Many State vocational 
education agencies do not have reliable data 
on how many displaced homemakers reside in 
their State. Even less information is available 
about single parents and homemakers (the 
group entitled to set-aside funding under the 
Perkins Act). Systematic evaluations of the ef- 
fects of displaced homemaker programs have 
not been conducted, even though some pro- 
grams are now more than 10 years old; there 
are scarcely any reports even of outcomes (e.g., 
how many participants found jobs and at what 
wages, how many entered training, how many 
completed training, or how many found jobs 
related or unrelated to training). 

The Perkins Act does not explicitly require 
any routine reporting from States on numbers 
and characterises of single parents and home- 
makers (including displaced homemakers) re- 
ceiving assistance from Federal Voc Ed grants, 
of services provided, or of outcomes. The U.S. 
Department of Education is not requiring such 
reports. Department officials contacted by 
OTA say that the reports are unnecessary, and 
would be inaccurate and intrusive if required. 
In general, the Administration opposes Federal 
requirements for reporting of data not consid- 
ered essential to an agency's mission or de- 
manded by law. 

A number of State administrators of Voc Ed 
women's programs (the State Sex Equity Co- 
ordinators) consider it essential to give Con- 
gress a factual basis for deciding whether the 
needs of single parents and homemakers are 
being met in accordance with the law, whether 
the programs serving them are effective, and 
what spending levels are appropriate. Some 
State officials are taking the lead in develop- 
ing a data collection system that could be used 
to build a consistent set of statistics. A num- 
ber of States may participate in the system, but 
it is not likely that all will. 

Another alternative would be to require a 
special study on the characteristics of services 
provided to single parents and homemakers. 
The Perkins Act directs the U.S. Secretary of 
Education to conduct applied research on 
aspects of vocational education emphasized in 
the act; one of these is effective methods for 



providing quality vocational education to tar- 
get groups, including single parents and home- 
makers. In mid-1985, the Department had no 
plans underway for an applied research study 
on the topic of single parents and homemakers. 

The Perkins Act also unequivocally requires 
a national assessment of vocational education 
assisted under the law, through independent 
studies and analysis and in consultation with 
Congress, to be delivered by January l f 1989 
(9 months before the Perkins Act is due to ex- 
pire). 17 A description and evaluation of the vo- 
cational education services delivered to target 
groups, including single parents and home- 
makers, must be included in the assessment. 

Intent of the Set-aside 

The Perkins Act places substantial empha- 
sis on set-asides, or the targeting of portions 
of the grants to States' special populations. 
These set-asides amount to 57 percent of the 
grants and, for some groups, are entirely new. 
The set-asides, especially the 8.5 percent for 
single parents and homemakers, were adopted 
over the strong opposition of much of the voca- 
tional education establishment. Under the old 
Voc Ed act, displaced homemakers were named 
as a target group, but no specific amounts were 
designated for services to them. As programs 
under the Perkins Act get underway, Congress 
may wish to exercise a considerable degree of 
oversight on whether the set-aside provisions 
are being implemented in the way the law pre- 
scribes. 

A potential topic for oversight is whether the 
Sex Equity Coordinators are able to wield the 
authority the law gives them to administer the 
single parents and homemakers programs, and 
whether the set-aside funds are reaching their 
intended beneficiaries. Suppose, for example, 
that a State allocates Federal grant funds to 
vocational education in secondary and post- 
secondary schools by the usual formulas, with 



tr The act specifies that the National Institute of Education in 
the U.S. Department of Education shall carry out the study. How- 
ever, the Institute was not re-authorized in 1985, and the De- 
partment intends to let it expire. The Department proposes to 
carry out the mandated study in its Office of Policy, Budget, and 
Evaluation. 
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an extra effort to enroll single parents or home- 
makers in an attempt to meet the 8.5 percent 
"quota/ 9 but with no attempt to set up special 
programs for the group. Congress may wish to 
assure itself that States are using the specified 
parts of their Federal grants to "meet the spe- 
cial needs" of single parents and homemakers 
and other targeted groups. 

A different but related subject for oversight 
is whether the States are able to use this large 
infusion of new funds effectively. The eligible 
population, though uncertain in numbers, is 
certainly very large in relation to the funds. But 
are those eligible aware of the programs? Are 
they seeking services? Is the system able to ab- 
sorb the new funds efficiently and provide 
services that are genuinely helpful and in de- 
mand? These are some of the questions that 
Congress might want to pursue. 

The Job Training Partnership Act and 
Displaced Homemakers 

Eligibility 

Although Congress did not define displaced 
homemakers as a principal target group for 
JTPA programs, they are specifically men- 
tioned in the law as one of the groups facing 
employment barriers and therefore eligible for 
some services. Because of the various eligibil- 
ity criteria in the law, however, it can be dif- 
ficult to use JTPA funds in projects designed 
to serve the specific needs of displaced home- 
makers. 

Large numbers of displaced homemakers are 
poor enough to meet JTPA's definition of dis- 
advantaged, and therefore would be eligible for 
service in most Title HA projects. The prob- 
lem is that many displaced homemakers, be- 
cause of their lack of confidence and experi- 
ence in the job market and their sudden loss 
of personal and financial support, do better in 
projects designed to meet their needs specifi- 
cally than in larger employment and training 
projects serving a variety of clients. 

In addition, if employment and training proj- 
ects accept only women who meet the income 
criteria for Title II A, they exclude many others 



who need and could benefit from their serv- 
ices. Some displaced homemakers exceed the 
income limits because their losses of income 
were recent, and their incomes before they be- 
came displaced were too high. Others may be 
better off, but still need the counseling, assess- 
ment, and job readiness training that a dis- 
placed homemaker project can provide. JTPA 
does provide for Title IIA services to certain 
groups, including displaced homemakers, who 
exceed the income limits; roughly 10 percent 
of funds available to Service Delivery Areas are 
set aside for this purpose. According to early 
reports, however, most States are not using the 
10-percent-window money to provide services 
to these groups. 

A few States are serving displaced home- 
makers under Title III, which has no income 
limitations. JTPA gives States a great deal of 
latitude in defining eligible dislocated workers, 
and some consider displaced homemakers to 
fit under the category of long-term unemployed 
workers who are not likely to find reemploy- 
ment in the same or similar occupations. 

Relations With the JTPA System 

Altogether, it is hard for many projects spe- 
cializing in serving displaced homemakers to 
apply for and get JTPA funds. The biggest 
difficulties reported by project directors, in 
addition to the tangle of determining eligibil- 
ity, are: 1) that project staff lack information 
and are outside the JTPA system, and 2) that 
PICs are not interested in funding special pro- 
grams for special populations. The "outsider" 
problem may well disappear over time, but the 
disinclination of PICs to fund projects for spe- 
cial groups could pose a continuing difficulty 
for displaced homemaker projects, since most 
of the projects are founded on the idea that 
their clients need a special set of services. 

The eligibility and special population prob- 
lems might usefully be considered together. If 
projects serving only displaced homemakers 
are able to get JTPA Title IIA funding, and if 
States allow services to 10 percent of the clients 
of these projects without regard to their in- 
come, then many of the barriers that displaced 
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homemakers face in taking advantage of JTPA 
services would be lowered. This might bo an 
appropriate subject for legislative guidance 
through JTPA oversight. 

Alternatively, Congress might wish to en- 
courage or direct States to serve displaced 
homemakers projects funded under Title III. 
This would simplify the eligibility problem, 
3ince there are no income limits in Title III. 
A number of States have expressed interest in 
serving displaced homemakers under Title III, 
and some have sought information from the 
States that are already doing so, such as Florida, 
Pennsylvania, and New York. On the other 
hand, if more effective delivery of Title III serv- 
ices is developed (e.g., by establishing a serv- 
ice such as Canada's IAS, discussed earlier in 
this chapter) participation of mainstream dis- 
placed workers might rise markedly. Quite pos- 
sibly, funding for the Title J!I program might 
have to be increased if another large group (2 
to 4 million displaced homemakers) were un- 
equivocally made eligible. 

Income Support for Displaced Homemakers in 
Vocational Training or Education Programs 

The Vocational Education Act amendments 
of 1978 (now superseded by the Perkins Act) 
mentioned displaced homemakers specifically 
as a group eligible for income support during 
training, in cases of acute need, but anecdotal 
reports indicate that it was seldom provided. 
The Perkins Act does not mention displaced 
homemakers in connection with income sup- 
port, though there is a general provision for sti- 
pends in cases of acute economic need which 
cannot be met under work-study programs. 
The Perkins Act does specifically provide for 
supportive services, including day care and 
transportation costs for single parents and 
homemakers in training, and for scheduling 
and organizing training programs to make 
them more accessible to single parents and 
homemakers. 

Under JTPA Title HA, 30 percent of spend- 
ing may go for a combination of administra- 
tive costs and costs of supportive services and 
needs-based income payments. There is a 15- 
percent limit on administrative costs, so that 



at least 15 percent is theoretically available for 
supportive services and income payments. The 
limit can be waived under certain circum- 
stances, such as a high local unemployment 
rate. Under Title HI, there is a roughly similar 
but less stringent limit on costs of supportive 
services, wages, allowances, stipends, and ad- 
ministration; the limit applies to no more than 
half of the combined Federal and non-Federal 
funds available to a Title III program. In the 
first years JTPA programs were operating, sub- 
stantially less than the limit was spent for sup- 
portive services and income payments; 10 to 
11 percent of Title IIA hinds and 6 to 7 per- 
cent of Title III funds were spent for these 
purposes. It is not known how much, if any, 
of what was spent went to displaced home- 
makers. 

Should Congress wish to encourage the pro- 
vision of income support to displaced home- 
makers in training, Voc Ed grants and JTPA 
programs could be used to deliver this service. 
The UI system, which has sometimes been pro- 
posed as both the funding source and delivery 
system for extended income support during 
training for mainstream displaced workers, is 
not available to most displaced homemakers. 
Legislative guidance, through oversight hear- 
ings, is one way Congress might encourage or 
direct greater emphasis on income si pport for 
displaced homemakers in the Voc Ed and JTPA 
programs. However, because of the dearth of 
data about the numbers of displaced home- 
makers demanding services, t^nd how many are 
interested in training, there is no iolid infor- 
mation base for estimating participation and 
the costs of increased income support. 

Assuming income support was provided to 
displaced homemakers in training at the level 
of average UI payments ($119 per week in 
1984), the cost would be about $3,100 per per- 
son for 26 weeks, or $6,200 for a year. Program 
costs might be estimated at $31 to $62 million 
for every 10,000 people who took advantage of 
the program. Such costs are high in relation 
to present levels of funding; the Voc Ed grants 
set aside for single parents and homemakers 
were funded at $63 million for fiscal year 1985. 
Assuming 15 percent is the practical limit for 
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supportive services and imcome payments un- 
der JTPA, about $33 million was available to 
displaced workers for these purposes under Ti- 
tle III in fiscal year 1985, and approximately 
$280 million to disadvantaged workers under 
Title IIA. 

Considering the lack of experience with an 
income support program for displaced home- 
makers in training, its possible high cost in re- 
lation to present sources of funding, and the 
scarcity of information about displaced home- 
maker programs, a full-scale national program 
may be premature. An alternative might be for 
Congress to require the Department of Educa- 
tion to develop improved information on ex- 
isting displaced homemaker programs sup- 
ported by Voc Ed grants, including numbers 
of clients and services provided. At the same 
time, Congress might wish to consider special 
funding for a pilot program, offering income 
support to displaced homemakers enrolled in 
training courses needed for employment. Eval- 
uation of the pilot project could help in iden- 
tifying likely participation rates and costs for 
future projects. 

Options for Assistance to 
Displaced Homemakers 
(Issue Area 5, Table 2-3) 

OTA's assessment of experience so far with 
Federal programs offering assistance to dis- 
placed homemakers identifies several problems 
that have already arisen and others that may 
arise in bringing reemployment and retraining 
services to this group. If Congress wishes to 
encourage greater delivery of services to dis- 
placed homemakers, it might consider the fol- 
lowing actions: 

• Encourage collection of nationwide data 
on single parents and homemakers, includ- 
ing displaced homemakers, served under 
the Carl D. Perkins Vocational Education 
Act. One option would be congressional 
direction to the Department of Education 
to collect data from States through routine 



reports, or to undertake a special study. 
This might be done in one of several ways: 
through legislative guidance in oversight 
hearings, by direct communication with 
the Department of Education, or through 
the appropriations process (option 5a (i), 
table 2-3). 

• Assure that State Sex Equity Coordinators 
who are in charge of Voc Ed women's pro- 
grams have the authority to establish the 
special programs for single parents and 
homemakers that are called for in the law, 
and that the set-asides in Federal funds 
which the law provides for this group are 
reaching the intended beneficiaries in a 
way that "meets their special needs" (op- 
tion 5a (ii), table 2-3). 

• Clarify that projects serving only displaced 
homemakers may be funded under JTPA 
IIA, and assure that States are allowing the 
use of 10-percent-window money to serve 
groups ?hat face special barriers to employ- 
ment (including displaced homemakers), 
without regard to income (option 5b, ta- 
ble 2-3). 

• Consider taking action that would either 
clarify to States that they may consider dis- 
placed homemakers eligible for services in 
JTPA Title III programs, or would direct 
them to do so. Clarification might be ac- 
complished through legislative guidance 
in oversight hearings. A direction to States 
to consider displaced homemakers eligi- 
ble for Title III services would probably 
require a change in the law. 

• Consider providing income support to dis- 
placed homemakers in job training and 
education programs. One option would be 
to first require better information on ex- 
isting displaced homemaker programs, in- 
cluding participation rates and types of 
services provided. While this information 
is developed, Congress might also wish to 
consider funding a pilot project providing 
income support to displaced homemakers 
undergoing vocational training needed for 
employment. 
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Issue area and options 



Relationship to other options 



t$m Am 5: Improving doltwy of tsslstsnco to dlsplsad hommtkm 

a) Options related to the Carl 0. Perkins 
Vocational Education Act: 

1) direct the Department of Education to collect Option could be implemented Independently or In con- 
data from the States on single parents and junction with other aspects of the Perkins %a that 
homemakers including the number of dis- relate to development of information about adults In 
placed homemakers and the extent of services vocational education. Option also could be imple- 
provided them under the Cart D. Perkins Voca- mented in conjunction with (il) below, 
tional Education Act of 1984; and 

ii) conduct oversight, with legislative directives Annual reporting of information on single parents and 



Relationship to current policy 



Estimated cost of option to Go,. Tient 



homemakers (option (i) above) could be useful in im- 
plementing this option 



as needed, to assure that State program sex 
equity coordinators have the authority to estab- 
lish special programs for single parents and 
homemakers as called for in the law. and that 
set-asides established by the law are reach- 
ing the intended beneficiaries. 

b) Options related to JTPA' 

i) provide legislative guidance to clarify that Could be implemented through option 4e, pertaining 
projects serving on ly displaced homemakers to the issue of overall guidance to States under JTPA. 
can be funded under JTPA Title HA; and 



il) under JTPA, provide legislative guidance to 
clarify that displaced homemakers can be 
served under Title III, or direct the States to 
serve displaced homemakers under Title III. 

c) Consider providing income support to displaced 
homemakers in training courses needed for em- 
ployment, based on information from: 
i) studies required from the Department of Edu- 
cation on existing displaced homemaker pro- 
grams, including number of participants and 
services provided; and 
il) a pilot project, funded by Congress, provid- 
ing income support for displaced homemakers 
In training courses in a few selected projects, 
furnishing Information on participation rates 
and costs. 



'.egislatfve guidance could be Implemented under op- 
tion 4e, pertaining to overall guidance to States unoV 
JTPA. A directive to the States requiring service to 
displaced homemakers under Title HI probably would 
require a change in the law. 

Option (i) could be implemented in conjunction with 
option 5a(i), relating to collection of data on displaced 
homemakers. 



The Perkins Act targets funds for provision of voca- 
tional education opportunities for single parents and 
homemakers. It also authorizes (but does not require) 
the Department of Education to develop data in this 
area on an annual basis. The Perkins Act specifically 
requires an independent evaluation of services pro- 
vided to targeted groups to b~ completed in 1989. 
The Perkins Act establishes a set-aside for single par- Not estimated, but small, 
ents parents and homemaker programs and gives sex 
equity coordinators authority to administer the pro- 
grams. 1 his is a substantial change from the prior pro- 
gram, which did not contain set-asides for targeted 
groups. Because the set-aside approach is new, some 
States may find It difficult to comply. 



Costs of requiring the data would add somewhat to State 
administrative expenses under the vocational education 
program. 



JTPA, while net targeting displaced homemakers as 
a principal group for services under the law. does 
Identify displaced homemakers as a group eligible for 
some services under the Title IIA due to the employ- 
ment barriers they face. 

JTPA does not explicitly Identify displaced homemak- 
ers as a group to be served under Title III, but sev- 
eral States are doing so. considering them as long- 
term unemployed. 

Both the Perkins Act and JTPA provide for limited In- 
come support to trainees in cases or acute economic 
need. Little Income support is being provided under 
either law 



To the extent that Congress encourages States to provide 
greater services for displaced homemakers under Title II 
and Title III of JTPA, additional costs under JTPA could 
be Incurred 

To the extent that Congress encourages States to provide 
greater services for displaced homemakers under Title Hi 
of JTPA, additional costs could be Incurred. 



Costs of income support to displaced homemakers In job- 
related training could b* very substantial, depending on 
participation rates and level of allowances. Allowances at 
the level of average Ul benefits in 1984 ($1 19 per weak) 
would cost $3. 100 to $6,200 per participant for 26 weeks 
to 1 year Program cost would be about $31 to $62 million 
for every i0,000 particlpanis. 



SOURCE- Office of Technology Assessment 
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LABOR MARKET INFORMATION AND OCCUPATIONAL RESEARCH NEEDS 



Local Labor Market Information 
(Issue Area 6, Table 2-4) 

Whether displaced workers opt for retrain- 
ing or for immediate job searches, u*cy can 
benefit from detailed, up-to-date information 
on the kinds of jobs available in the local la- 
bor market. The same is true of projects that 
offer reemployment and retraining assistance 
to displaced workers. As a rule, only a small 
portion of the available jobs in a local labor 
market are listed with ES. In many States the 
information provided to displaced worker proj- 
ects is neither current enough nor detailed 
enough to give an adequate picture of what oc- 
cupations are in demand in local labor markets. 
Some managers of displaced worker programs 
are not aware, moreover, of the information 
that does exist, or of how best to use it. 

If Congress wishes to place more emphasis 
on the provision of detailed local labor mar- 
ket information, several options are available, 
including: 1) legislative guidance through JTPA 
oversight to focus attention on providing bet- 
ter information at the local level, and on the 
more informed use of existing data; and 2) ap- 
propriation of funds for the specific purpose 
of improving local labor market information 
(option 6a, table 2-4). 

JTPA calls on the States to design compre- 
hensive, cost-effective systems of labor market 
information, for the State and areas within the 
State, that answer the needs of employment 
and training projects. State agencies, under the 
technical guidance of the U.S, Department of 
Labor's Bureau of Labor Statistics (BLS), col- 
lect a great deal of information on local unem- 
ployment rates, on levels of employment and 
earnings by industry, and on occupations 
within industries, much of which is tunneled 
into national employment estimates and oc- 
cupational forecasts. Some (not all) States col- 
lect additional data to show more detail on the 
occupational patterns of local industries. In 
these States, ES analysts are able to put to- 
gether various sets of information from the lo- 
cal to the national level, and thus provide a 



rough picture of growing, static, and declin- 
ing occupations within the State; in some 
cases, the ES analysts develop estimates for lo- 
cal areas. The same kind of data is the basis 
for State and local occupational projections. 
Principal users of local labor market informa- 
tion include State vocational education plan- 
ners, as well as managers of employment and 
training programs. 

Some States (possibly 20) are able to provide 
reasonably current, detailed information on oc- 
cupations in demand in at least some of their 
local labor markets. The data that most States 
collect in cooperation with BLS may be ade- 
quate for at least a fair approximation, but 
many States lack the funds and the expert staff 
to do the necessary analysis. With the sharp 
drop in Federal funding and staffing levels in 
the ES system since fiscal year 1982, the ES 
research and analytic staffs in many States 
have been weakened. 

Although JTPA authorizes Federal support 
for development of State and sub-State labor 
market information, the Administration ap- 
proach is to keep Federal spending for this pur- 
pose to a minimum. In general, for labor mar- 
ket information needed at the national level 
(such as the monthly estimates of employment 
and earnings) Federal spending has risen in the 
past few years. 18 The BLS plans, however, to 
reduce funding and detailed coverage in the 
statistical program that produces estimates of 
occupational employment by industry; this is 
the program which a number of States use for 
developing local estimates of occupations in 
demand. Moreover, Federal assistance for pro- 
grams to develop local planning data is slated 
for cuts. Since 1980, Federal funding for these 
small programs has stayed flat in current dol- 



1t This is not true of other statistical programs conducted by 
the Bureau of Labor Statistics. Aside from labor market infor- 
mation programs, which are funded mainly from the Unemploy- 
ment Trust Fund, and a major one-time revision of the Consumer 
Price Index, spending for BLS statistical programs was cut shar- 
ply in constant dollars in fiscal years 1981 and 1982, then rose 
to about the level of fiscal year 1980. The Administration has 
proposed a 10 percent reduction (constant 1980 dollars) for these 
programs for fiscal year 1986. 
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Table 2-4.— Issues in Labor Market Information and Occupational Research 



Issue area and options 



Relationship to other options 



Relationship to current policy 



Estimated cost of option to Government 



torn Am 8: Improving lobor nwkot tnd occuptthnol Intonation 



a) Legislative guidance through JTPA oversight to 
focus attention on the need for better labor mar- 
ket information at the local level, and provision 
of additional funds for improving local labor mar- 
ket information 



Better information about local labor markets could 
help JTPA project managers, vocational education 
officials, career counselors, ano others make more 
informed judgments about education, training, and 
reemployment options that make sense locally. 



b) Provide adequate lunds for obtaining and updat- 
ing qualitative information about jobs 



ftii* Aru 7: Conducting mwch on tho offocts 

a) Direct Federal agencies to evaluate the employ- 
ment effects of major federally supported tech- 
nology development efforts 

b) Direct the National Science Foundation to fund one 
or more centers for engineering research to fo- 
cus on alternative work organization and job de- 
sign in development of manufacturing technology. 



Qualitative information about jobs is used by educa- 
tors, career counselors, employment officials, and 
people making career decisions and therefore is use- 
ful in implementing reemployment and education 
options. 

of toehnotogy on Jobs 

The evaluation process could provide an early warn- 
ing system about future technological changes which 
could affect employment, education, and training 
programs. 

Option could lead to increased attention on the part 
of engineers and engineering students to the poten- 
tial for better matching of technology development 
efforts with human capital. 



JTPA authorizes Federal support for development of 
State and substate labcr market Information Federal 
funding for programs to develop local planning data 
has remained constant for several years. For FY 86. 
the Administration n« proposed reducing Federal 
funds for local planning data from $7.3 to $4.3 mil- 
lion. This would reduce the amount of ES staff avail- 
able to develop and analyze local data. 

Section 462 of JTPA emphasizes the need f< urrent 
qualitative infoimation about jobs For example, fund- 
ing for the Dictionary of Occupational Titles has de- 
clined over the last decade from about $2.6 to $1.6 
million in fiscal year 1985. 

Evaluation of employment impacts of federally sup- 
ported research is seldom undertaken. 



Currently, the National Science Foundation s program 
for Engineering Research Centers has led to the fund- 
ing of six centers affiliated with universities All of the 
proposals and centers in the area of manufacturing 
have been oriented toward achieving advanced levels 
of automation in factories. This opt'on would strike 
a more balanced approach in the area of manufac- 
turing. 



An estimated $8 to $9 million would be enough to main- 
tain a minimum level of ES staff needed to develop and 
analyze local labor mar<et data This compares to $7.3 
million for local labor market data in the FY 85 budget, 
and the $4 3 million proposed by the Administration for 
FY 86. 



Restoring prior funding levels would entnl modest addi* 
tional expenditures 



Costs of conducting such evaluations nave not been esti- 
mated, but would be a mr.or component of overall Fed- 
eral R&D expenditures. 

If one center were fi.nded at the level of existing centers, 
this option would ,ost $3 million over a 5-year period, or 
$600,000 per v<*ar for each center that is established. 



SOURCE* Office of Tecwology Assessment 
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lars, declining in real terms about 30 percent. 
For fiscal year 198F, the Administration budget 
proposes a reduction in local planning data 
funds of about 40 percent— from about $7.3 to 
$4.3 million. If the cut were restored and ad- 
justments made for inflation, Federal assis- 
tance would be in the range of $9 to $10 mil- 
lion. This increase over the requested level 
could be used to restore and maintain a mini- 
mum level of ES staff needed to develop and 
analyze local labor market data. 

Some JTPA projects deal with the lack of in- 
formation on occupations in demand by com- 
missioning surveys of local employers to de- 
termine recent hiring patterns. The results can 
be useful depending on the sophistication of 
the surveys. Many projects use performance- 
based contracts, which put the burden of find- 
ing out what occupations and skills are in de- 
mand on training institutions; the trainers are 
not paid in full until an agreed-on percentage 
of trainees are placed in jobs related to their 
training. 

An idea for improving information about lo- 
cal occupational demand is under development 
in Colorado, with the support of several other 
States. Employers in most States are already 
required to file quarterly reports for unemploy- 
ment insurance purposes, showing the num- 
bers of employees at the beginning and end of 
the period and also identifying the employer's 
detailed industrial classification. When these 
reports are aggregated, they can show hiring 
flows by local area and industry, but not by oc- 
cupation. In the pilot project being planned by 
Colorado, the employer wiJ 1 be asked to add 
occupational titles for all employees. Thus, if 
the projects succeed, the raw data for show- 
ing quarterly hiring flows by industry, local- 
ity, and occupation will be available. 

Some technical and financial difficulties may 
be involved in this kind of project. Employers 
may find it very troublesome to assign titles to 
their workers' occupations, and this problem 
could delay submission of UI reports and taxes; 
it might also interfere with employers' willing- 
ness to cooperate in surveys sponsored by BLS 
for national purposes. Costs to the States of ag- 
gregating and analyzing the data could be high. 



However, many analysts and managers in the 
employment training field are interested in a 
trial of the idea, because the possible benefits 
are substantial. 

Improving Long-Range Projections of 
Future Job Opportunities 

As a part of its national labor market infor- 
mation programs, the Federal Government de- 
velops long-term occupational projections. The 
projections are used in a number of practical 
and theoretical ways. For example, vocational 
counselors and students may use them as an 
aid in career planning. Educators may use 
them in planning courses. Job counselors in 
employment and training projects refer to them 
in deciding in the kinds of training to offer. 
Analysts sometimes use them to assess the oc- 
cupational effects of technological change, and 
associated long-range shifts in education, train- 
ing, and employment priorities. A recurring 
question in employment and training policy 
has been whether there would be much prac- 
tical benefit in launching a substantial effort 
to improve the occupational forecasting sys- 
tem. This question is examined below in terms 
of both quantitative projections and qualitative 
occupational information developed by the La- 
bor Department. 

Quantitative Forecasting 

BLS periodically prepares and updates long- 
term quantitative forecasts of occupations by 
industry, using a series of models. In the proc- 
ess, BLS staff make a number of assumptions 
about future economic activities, technology, 
and trade. These assumptions are generally 
based on long-term trends of the past, tempered 
by expert judgment However, expert judgment 
can miss developments that affect the fore- 
casts. For example, few experts predicted the 
energy crises that would dominate the 1970s, 
or that the dollar's value would rise so dramat- 
ically in the 1980s, and that it would remain 
high for so many years. 

These two examples make another point as 
well, however. Some trend-breaking events can 
be at least partially anticipated. In the 1960s, 
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some experts postulated that dwindling petro- 
leum supplies and the formation of the Orga- 
nization of Petroleum Exporting Countries car- 
tel could have a major impact on energy prices 
in the 1970s, although few would have pre- 
dicted the sudden and dramatic nature of the 
1973 oil embargo. Similarly, the deterioration 
of U.S. trade balances began in the 1970s, and 
while the combination of events that led to the 
unprecedentedly large trade deficits of the 
1980s was perhaps not predictable, it was not 
unthinkable* While nobody could expect fore- 
casters to pinpoint these major events, sensi- 
tivity analysis of occupational forecasts could 
postulate such events and examine the possi- 
ble effects. This kind of sensitivity analysis- 
looking at how model outcomes change when 
different assumptions are used— would not 
necessarily yield more accurate forecasts, but 
it might give policy makers, career counselors, 
and people making career decisions better in- 
sight into the uncertainties and risks surround- 
ing different career choices. 

Forecasts can become outdated rather quickly. 
For example, forecasts published in April 1979 
projected that manufacturing would employ 
over 23 million people in 1985; actual manu- 
facturing employment was only 19.3 million in 
September 1985, and there are no prospects of 
its reaching 23 million in the immediate future. 
Indeed, as discussed in chapter 4, the long-term 
trend is likely to be flat or declining. Forecasts 
of employment in specific industries also can 
fall wide of the mark in just a few years; the 
April 1979 BLS projections estimated that 
590,000 people would be employed in the steel 
industry in 1985; but steel employment in Sep- 
tember 1985 was only 291,000, with few pros- 
pects for any increase, 

These problems are not due to poor forecast- 
ing techniques or tools, nor are they necessarily 
due to poor judgment. Forecasting— particu- 
larly long-term forecasting— is inherently likely 
to be inaccurate, simply because it is impossi- 
ble to anticipate all the factors that will affect 
the Nation's economy in the future. As a re- 
sult, BLS corrects and updates its long-term 
forecasts every other year, but even this exer- 
cise can leave the forcecasts with significant 
inaccuracies. 



Although the overall accuracy of the long- 
term projections probably cannot be improved 
significantly, a few modifications in the cur- 
rent process could result in some incremental 
improvements over time. Knowledge of the im- 
pact of technology in the workplace might be 
improved if measures of technological change 
were incorporated into the on-site evaluations 
and questionnaires used by ETA in updating 
the Dictionary of Occupational Titles (DOT). 
This knowledge could serve to improve projec- 
tions if effectively used by the BLS projection 
staff. BLS might also improve the projection 
process by documenting all technological as- 
sumptions made within the projection model 
and evaluating these assumptions when data 
become available. Sensitivity analysis of ma- 
jor technological assumptions could also be 
useful in exploring the range of possible effects. 

While additional funding might improve 
BLS's ability to estimate such things as the em- 
ployment effects of new technologies, policy- 
makers cannot expect great accuracy in oc- 
cupational forecasts, particularly for the long- 
term projections. Calls on the part of some 
vocational educators, employment and training 
managers, and PICs for very detailed occupa- 
tional forecasts may be based on unrealistic 
ideas about what these analyses can reasonably 
be expected to provide. 

Qualitative Occupational information 

In addition to its occupational forecasts the 
Labor Department provides qualitative infor- 
mation about the nature of different jobs, train- 
ing requirements for specific occupations, pay 
scales, and the expected number of opportu- 
nities in different occupations* The publica- 
tions used most widely include the Occupa- 
tional Outlook Handbook, the Occupational 
Outlook Quarterly, and the DOT. 

Funding for these occupational information 
publications, and for supporting functions in 
BLS and ETA, has been declining. Funding for 
the Occupational Outlook Handbook, for ex- 
ample, has dropped over the last few years; the 
number of jobs reviewed in the handbook was 
cut from over 300 in the 1978/1979 edition to 
about 200 in the 1982-83 edition. More occu- 
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pations are planned for review, however, in the 
1986-87 and 1988-89 editions. Although the 
handbook remains a major source of informa- 
tion about possible future jobs, some job coun- 
selors believe that its usefulness declined with 
the reduction in number of occupations re- 
viewed. 

Whether funding is adequate to maintain 
DOT is another concern. DOT, consisting of 
detailed descriptions of thousands of jobs, is 
a major source of qualitative information about 
occupations in the Unitsd States, and is an im- 
portant basis for other employment informa- 
tion developed by the Department of Labor (in- 
cluding the Occupational Outlook Handbook). 
Without constant updating, DOTs usefulness, 
and the usefulness of the occupational infor- 
mation series that rely on it, will decline. 

The need for current qualitative information 
about jobs is explicitly recognized in Section 
462 of JTPA. The provision calls on the Labor 
Department to maintain "descriptions of job 
duties, training and education requirements, 
working conditions, and characteristics of oc- 
cupations." ETA plans to update DOT in its 
efforts to fulfill this requirement. Data gather- 
ing—finding out what jobs consist of— is planned 
for new technology-oriented jobs. Existing job 
descriptions are slated for updates on a rotat- 
ing schedule. To complete this work, people 
are being trained for onsite job evaluations. 
Surveys of r^ditional job sites are planned to 
check the accuracy and applicability of the on- 
site evaluations. 

Whether these plans will be carried out at the 
level needed to maintain and update DOT will 
depend on adequate funding for several years. 
Spending for DOT f as reflected by obligations, 
has declined in the last decade from an esti- 
mated $2.6 million in fiscal year 1975 to an 
estimated $1,8 million in fiscal year 1985. The 
Administration has requested $1.7 million for 
this activity in its 1986 budget proposal— a level 
of funding that may not be adequate to meet 
the objective of obtaining and updating qualita- 
tive information about jobs that is stated in 
JTPA, Congress may wish to assure that spend- 
ing forDOris kept at an adequate level to im- 



prove qualitative information on jobs (option 
6b, table 2-4). 

Research on the Effects of Technology on Jobs 
(Issue Area 7, Table 2-4) 

As discussed in chapter 8, technology alone 
does not dictate the nature of jobs. When new 
technologies are adopted in the workplace, jobs 
can be redesigned and work reorganized in a 
number of different ways. Productivity, the 
quality of jobs, and the level cf unemployment 
may all be affected by these managerial choices. 
Better understanding of these issues may help 
firms improve both their international compe- 
tiveness and the quality of jobs. 

A focused program of Federal support for re- 
search in work organization and job design, 
and greater emphasis on the dissemination of 
research results to industry could enhance un- 
derstanding of these issues. Options relating 
to such research include: 1) conducting over- 
sight on current research on the subject by Fed- 
eral agencies, ?} providing support for evalua- 
tion of the employment effects of federally 
supported technology development efforts, and 
3) funding research projects or programs on 
alternative work organization and job design 
approaches. While the U.S. Department of De- 
fense (DOD) and some other Federal agencies 
(e.g., the National Science Foundation (NSF)) 
conduct or support "human factors" research, 
funding for research on work organization and 
job design by these agencies is probably quite 
modest. 

Research on technological change and its im- 
plications for job skills and vocational educa- 
tion is emphasized in several provisions of the 
Carl D. Perkins Vocational Education Act of 
1984. Among other things, the act specifically 
directs the Secretary of Education and the Na- 
tional Center for Research in Vocational Edu- 
cation to undertake research activities on "cur- 
riculum materials and instructional methods 
relating to new and emerging technologies, and 
assessments of the nature of change in the 
workplace and its effects on individual jobs," 
As this act is implemented, questions about 
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funding priorities and research commitments 
related to technological change and its effects 
on jobs could be a subject of congressional 
oversight deliberations. 

The Federal Government has done little to 
evaluate the employment implications of its 
own research and development (R&D) activi- 
ties. Some federally supported innovations 
(such as numerically controlled machine tools 
and computer-aided design) have had signif- 
icant effects on the workplace in the past. 
Continuing Federal support for technology de- 
velopment in such areas as programmable 
automation and advanced computer systems 
will also result in innovations affecting jobs in 
the future. While some evaluation of the em- 
ployment effects of federally supported tech- 
nology development may have been conducted 
ad hoc, this is not normally a specific com- 
ponent of the research budgets of Federal 
agencies. 

One way to focus more attention on this is- > 
sue would be for Congress to direct Federal 
agencies to conduct evaluations of the likely 
effects of their major R&D efforts on the na- 
ture of jobs and the level of employment (op- 
tion 7a, table 2-4). There could be drawbacks 
to this approach: such assessments might be 
considered as a drag on technological innova- 
tion. Also, those most knowledgeable about the 
research may not be best suited to assess its 
social implications. An advantage of the evalu- 
ations is that they could provide an early warn- 
ing system alerting decisionmakers to upcom- 
ing changes in technologies that could affect 
employment education, and training needs in 
the future. 

The Federal Government could also provide 
greater support for research and education on 
work orga lization and job design (option 7b, 
table 2-4). Government support could come 
through the NSF's program to establish Engi- 



neering Research Centers at universities. The 
goal of the program is to develop engineering 
knowledge through cross-disciplinary research 
that would improve the competitiveness of U.S. 
industry and prepare engineers to contribute 
to that effort. In the first year of operation of 
the program, NSF approved six centers to un- 
dertake research in several engineering fields. 
If fully funded, the six centers could receive 
up to $94.5 million over a 5-year period. 

The concept behind these centers is to further 
fundamental research in engineering, increase 
the effectiveness of engineering education, and 
strengthen linkages between universities and 
industry. So far, all of the proposals for manu- 
facturing-related centers emphasize advanced 
automation in the factory. Yet people remain 
the most adaptable element in manufacturing 
systems. To preserve employment in the rela- 
tively high-wage U.S. economy, U.S. firms and 
industries must maintain or regain competi- 
tiveness. A combination of advancing technol- 
ogy and work organization designed to make 
use of a skilled work force could help to achieve 
the goals of competitiveness, expanding em- 
ployment, and providing satisfying jobs. One 
way to pursue these goals would be for Con- 
gress to direct NSF to request proposals for an 
engineering center with a research mission that 
focuses on alternative approaches for work 
organization, and evaluation of the effects of 
these alternatives on the nature and number 
of jobs. Taking advantage of its affiliation with 
a university, such a center could also work 
towards enhancing recognition among engi- 
neering students and faculty of the importance 
of matching technical designs with skills avail- 
able in the production work force. If funded 
at t*bout the same level as the existing engineer- 
ing research centers, the center would require 
about $3 million over a 5-year period, or about 
$600,000 per year. 



STRATEGIES FOR FACILITATING WORKLIFE TRANSITIONS 



Structural unemployment might be lessened 
if workers in displacement-prone industries or 
occupations begin to make transitions to dif- 



ferent careers before they actually lose their old 
job. Often, changes leading to displacement de- 
velop over a long time, sometimes several 
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years. While some workers may effectively use 
the time to find new jobs or develop different 
job skills that may be in greater demand, most 
do not. Should more attention be focused on 
helping currently employed workers manage 
worklife transitions before they lose their jobs, 
and, if so, what kinds of measures should be 
emphasized? 

These questions are examined below in three 
issue areas: 1) improving basic skills among the 
large number of adults (including many em- 
ployed adults and many displaced homemak- 
ers) with serious educational deficiencies, 2) 
expanding the role of the continuing education 
system in helping workers prepare for possi- 
ble career changes, and 3) considering the po- 
tential for retraining active work forces through 
incentives to employers to offer broader edu- 
cation and training opportunities to blue-collar 
and lower level white-collar workers. 

These issues have broader implications than 
their potential to help some workers avoid dis- 
placement in the future; this is part of the rea- 
son why OTA selected them for analysis. A 
well-trained, highly motivated work force is im- 
portant to the prosperity of the domestic econ- 
omy and to the ability of U.S. firms to compete 
internationally. The pace of technological 
change requires that many workers upgrade or 
develop new job skills during the course of their 
working lives. Due to demographic changes, 
the burden of making such worklife transitions 
will increasingly fall on the shoulders of older 
workers, who as a group have traditionally 
been disinclined to undertake retraining. Help- 
ing workers make occupational or worklife 
transitions may help U.S. firms to make tech- 
nological or economic changes that benefit the 
economy as a whole. If Congress wants to pro- 
vide more assistance for occupational adjust- 
ment, a wide range of options are available. 
Selected options are summarized in table 2-5 
and discussed below. (A separate section of this 
chapter discusses the role that instructional 
technology can play in adult education and 
training.) 



Basic Skills and the Work Fcrce 
(Issue Area 8, Table 2-5) 

A sizable portion of the U.S. work force has 
serious deficiencies in basic education skills 
(including basic mathematics, reading, writing 
and oral communications). Workers with such 
deficiencies often do not advance in their jobs, 
and have difficulty adapting to technological 
changes. If displaced, they are usually less able 
than better-educated workers to compete for 
new jobs and may have to settle for entry-level 
or lower skill jobs. Generally, employers are 
reluctant to hire workers with basic skills defi- 
ciencies, since even low-skill jobs often involve 
reading, writing, and simple calculations. The 
costs of basic skills deficiencies to U.S. busi- 
ness firms have never been estimated; anec- 
dotal evidence suggests that they are high. 
Examples of these costs include mistakes in in- 
ventories, inability of workers to follow writ- 
ten instructions, and lost time due to increased 
supervisory requirements. 

The need for increased emphasis on basic 
skills in displaced worker programs has al- 
ready been discussed. Obviously, however, it 
is preferable for workers to remedy basic skills 
deficiencies while they are employed. (Still bet- 
ter, of course, is to learn basic skills in school 
to begin with.) Several issues related to im- 
proving basic skills in the work force are dis- 
cussed below, including: 1) whether current 
funding for adult basic education programs is 
adequate, 2) whether employers and the private 
sector should play a greater role in such pro- 
grams, and 3) whether more information is 
needed about the magnitude of the problem. 
A separate section of this chapter discusses is- 
sues and options related to the Federal role in 
developing instructional technologies, includ- 
ing technologies used in adult basic education. 

The Issue of Funding 

Since 1966, the Federal Government has pro- 
vided grants to States for remedial education 
under the Adult Education Act (AEA). These 
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I ssue area and options Relationship to other options Relationship to current policy Estimated cost of option to Government 

torn Arts 8: Improving tusk skills in tin work font 

a) Expand Federal support for State and local adult Options to provide more emphasis on remedial edu- Remedial education services supported by AEA are Option 8a would Increase appropriations for AEA to the level 
basic education. Program elements might include cation In JTPA Title III programs are discussed in undertaken by several thousand organizations at the authorized in FY 85 ($140 million) for the FY 86-88 period 
1 ) increased funding for services and outreach table 2-1 . Issue Area 2. State and local level. Remedial education services can (when such sums as necessary are authorized) Full ap- 
actMties undsr the Adult Education Act (AEA). also be offered under Title III of JTPA. Title II of JTPA. propriation at the authorized level for FY 85 would cost 
and 2) develc^nent of a long-term strategy to In- and In some circumstances under programs supported the Federal Government $40 million more than the Adminis- 
crease participation in the AEA. Including goals by the Federal vocational education program. Some tration proposed In its FY 86 budget request and $38 mil- 
and related funding levels. Development of a States also use social services block grants to pro- lion more than was appropriated In FY 85. The costs of 
strategy for congressional consideration could be vide remedial education. In contrast to these pro- a long-term strategy for dealing with functional illiteracy 
done through a special commission or study. grams, AEA services are provided to the public at are difficult to estimate without better Information about 

large, not special populations. the number of adults with a need for basic education, and 

about goals for a national strategy. The AEA program 
served about 2.3 million people In 1981 : some believe a 
program two or three times as large would still not reach 
all adults with basic skills deficiencies. 

b) Require regular, systematic surveys of basic skills Option 8b would be helpful In Implementing long-term Section 1242 of the Education Amendments of 1978 The NAEP one-time survey of 21 to 25 year olds costs about 
performance levels for the U S adult population, strategy for Improving basic skills, such as proposed (Public Law 95-561) specifically authorizes the as- $1.9 million. It is believed that a similar amount is all that 
and provide appropriations for this purpose ev- in option 8a Option would also be useful in deter- sessment of the performance of children and young would be required to survey an all-aged sample of the adult 
ery 3 or 4 years mining whether basic skills problems are on the in- adults in basic skills through a Natlcal Assessment population, due to efficiencies gained through sampling 

crease, as is widely speculated. By some estimates, of Educational Progress (NAEP). A new. one-time sur- of a broader section of the population and through use of 
20% of the adults in the U.S. have very serious basic vey of literacy skills covering 21 to 25 year olds is the NAEP model, 
skills problems Among employed workers, the figure being con Jucted for the NAEP by the Educational Test- 
may be as hlgn as 15%. These estimates are based ing Service, using discretionary Department of Edu- 
on a 1974 survey that has not been updated. cation funds. Results of the NAEP survey are expected 

in the spring of 1986. 



Usui Arts 9: Encoursglng sdutis to us* continuing iducstion In workHft trtnsfthns 
Selected options are: 

a) Authorize an outreach program to inform and en This option would Increase adult awareness of post- 
courage adults to make use of the education and secondary educational opportunities. Including those 
training resources available in their communities, for adults in need of remedial education before they 

could participate !n postsecondary education. A 
separate outreach program for people with very seri- 
ous basic skill deficiencies may also be needed. 

b) Authorize targeted educational assistance to A targeted program of eoucatlonal assistance could 
workers likely to be displaced One option would be one of the services offered In conjunction with ad- 
be for State or Federal labor or employment agen- vanced notification and pre-layoff assistance (options 
cles to Identify occupations or Industries vulner- 1b and 1c in table 2-1). 

able to widespread placement. Workers In such 
occupations or industries would be eligible for 
preferential treatment in receiving Federal finan- 
cial assistance for students. 



Title I of the Higher Education Act of 1965 originally A legislative proposal introduced in the 99th Co /ess. 

supported ortreach activities for adults that were would authorize $50 million for FY 86. and such sums as 

underserved by educational Institutions. This program necessary through FY 91 , for postsecondary continuing 

has not been active since 1980; however, legislation education grants related to innovation and outreach, and 

to reinstate adult outreach has been proposed. research and development, among other provisions. 

Under current policies, employed adults who are part- A wide range of alternatives has been proposed in Con* 
time students find it difficult to compete for available gress and elsewhere to help workers undertake educa- 
Federal financial assistance. tion as a way to avoid displacement or to save money for 

future training needs. Many of these proposals would prob- 
ably not greatly enhance educational opportunities for blue- 
collar and lower Income white-collar workers. A targeted 
approach might partially overcome this problem. If limit- 
ed to loan prcrams, a preference system would have Tit* 
tie overall impau on costs. Grants, or other forms of direct 
assistance, could entail substantial costs. 
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issue area and options 



Relationship to other options 



k$u$ Ans 10: Emunglng trtining tnd ntrtinlng of octfvo work form 

a) Continue tax treatment for employer provided edu- This option could be adopted either singly or in con- 
cation programs under section 127 of the Inter- junction with other options for employer training The 
nal Revenue Code, with a stipulation that Infor- section 127 program is one of the few existing ta- 
rnation continue to be developed on the centives by which the Federal Government en- 
characteristics of workers who participate in the courages employed workers to undertake continuing 
program. education that Is not necessarily related to a work- 

er's current job. 



Relationship to current policy 



Estimated cost of option to Government 



b) Conduct oversight on the experience to date with 
employer provided training ;hat is supported by 
Federal or State programs. 

c) Consider additional Incentives for employer 
provided training (e.g.. use of tax incentives) or 
possible use of a payroll tax as a mechanism for 
financing retraining of either active or displaced 
workers. One proposal would allow business a 
25% tax cedit for future training expenses ex- 
ceeding the firm's average for the prioi 5 years. 
Eligible training activities would include appren- 
ticeships, cooperative vocational education pro- 
grams, and other activities identified by the 
Secretary of Labor. 

SOirtU Office ol Technology Assessment 



This option could be adopted singly, or as part of 
a broader consideration of additional Initiatives for 
employer provided training. 

Expanded public support for employer provided train- 
ing can be seen as a defense against displacement 
if it results in a better trained work force 



Congress has allowed employees to exclude educa- 
tional assistance provided under a qualified company 
program from their taxable income, even when the 
education was not drectry related to their current jobs. 
This exclusion wilt not apply to the 1986 tax year un- 
less specifically extended by Congress. The Admin- 
istration's 1985 tax proposal suggests that this pro- 
gram be extended and made permanent. 

The 1984 amendments to the vocational education pro- 
gram allow for employer provided training of active 
work forces under certain circumstances. 
Presently, employers count employee training ex- 
penses as a business expense. Some cooperative 
vocational projects are carried out In conjunction with 
State and Federal programs. A few states also pro- 
vide customized training to business, or support 
retraining of active work forces when the alternative 
could be displacement of workers. 



Very tittle hard data exists about the costs of the section 
127 program in terms of lost revenue to the Federal! 
Government Estimates made in 1984 on extension of the 
program through the end of 1985 suggested that the t* 
tension would cost a total of $186 million for FY 85 and 
the first quarter of FY 86. 



Not estimated, but small. 



Under the 25% tax credit proposal, the Federal Govern* 
ment would pick up one-fourth of the costs of increased 
employer expenditures for training in eligible activities 
(e.g.. apprenticeship, occupational training, and activi* 
ties approved by the Secretary of Labor). The degree of 
employer response is not estimated. 
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programs offer courses in adult basic and sec- 
ondary education and courses in English to 
speakers of other languages. Some other Fed- 
eral programs can also fund remedial educa- 
tion services for certain groups of adults: for 
example, JTPA Title II projects can provide 
basic education services to economically dis- 
advantaged youths and adults; Title III projects 
can offer remedial education to displaced 
workers; and some States allocate part of their 
social services block grants under Title XX of 
the Social Security Act for basic education 
services to welfare recipients. The AEA is the 
largest source of Federal funds for adult basic 
education (ABE) in the general population, 
however. 

About 2.3 million adults received remedial 
education under the AEA program in the pro- 
gram year ending June 30, 1981, the last year 
for which official statistics on participation in 
the Federal AEA program have been collected 
from the States." The total number of adults 
participating in all literacy and basic skills pro- 
grams is larger, since it includes people served 
by volunteer groups, community organizations, 
and State or local projects not funded under 
AEA. However, the total is difficult to estimate 
because of the likelihood that some participants 
are counted more than once. 

The more than 2 million adults receiving re- 
medial education each year probably are only 
a small part of those in need of some remedial 
education. The size of the population in need 
is not known. However, the U.S. Department 
of Education estimated that up to 27 million 
adults were functionally illiterate in 1982, It 
also estimated that about 2.3 million adults (in- 
cluding young high school dropouts, high 
school graduates with inadequate basic skills, 
and legal or illegal immigrants) are added to 
the pool of of Americans in need of basic edu- 



"Unofficial statistics provided by State program administra- 
tors suggest that as many as 2.6 million people participated in 
the program in 1084. It is unclear whether this apparent increase 
reflects an actual increase in the number of participants in the 
AEA program itself, or different reporting procedures. Some 
States, for example, may not distinguish between adult educa- 
tion projects supported with AEA funds and adult education 
projects supported solely by other funds whro they prepare State 
level reports that are not officially required by ABA, 



cation each year. On the basis of these esti- 
mates, some people have concluded that as 
many people are added to the pool of adults 
in need of basic education each year than are 
served by the AEA programs. 

These figures should not be accepted uncriti- 
cally—the 27 million figure, for example, was 
derived by applying 1974 survey data to the 
1982 population of adults, and the 1974 survey 
had serious shortcomings (seech. 7). Moreover, 
all efforts to define "functional literacy" are 
based on somewhat arbitrary assumptions about 
the level of literacy required to function effec- 
tively in society* Nonetheless, even though the 
exact number of adults in need of remedial edu- 
cation is unknown, the number is clearly large; 
a serious basic skills problem does exist in this 
country* Over the long term, improvements in 
education of children in primary and second- 
ary schools may ease the problem. However, 
the need for remedial education in the adult 
population will remain a crucial educational 
priority for the foreseeable future. 

Some States report that their AEA programs 
have not been able to keep up with the demand 
for remedial education. Illinois, which served 
114,000 people in its AEA and State-supported 
basic education programs in 1984, estimates 
that 44,000 additional people could have been 
served if resources had been available. Illinois 
officials estimate that 16,000 people were on 
actual waiting lists to receive basic education 
services at the end of May 1985. California, 
which led the Nation in the number of people 
served by AEA projects (over 600,000), may 
have turned away 1,000 people a week in 1984. 

When waiting lists exist, many AEA projects 
curtail outreach activities designed to attract 
the large population of educationally disadvan- 
taged adults * vho lack the motivation, self-con- 
fidence, or information to seek out AEA classes. 
Administrators of local progr uns are reluctant 
to reach out to this group v 'hen their rfcss- 
rooms are already filled with more motivated 
adults. 

While some States have recently increased 
funding for adult basic education, more Fed- 
eral funding almost certainly will be needed 
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if there is to be a significant expansion in the 
national commitment to remedial education. 
In 1982, total Federal and State expenditures 
for the AEA program were $229 million, of 
which 56 percent was contributed by the States 
and localities, and the remainder by the Fed- 
eral Government. Federal appropriations for 
the AEA program have remained in the $100 
million range for 3 years. Congress appropri- 
ated about $102 million for the AEA program 
in fiscal year 1986. Higher funding, more in 
keeping with the authorized level of $140 mil- 
lion for fiscal year 1985, could help restore the 
Federal commitment to its level of a few years 
ago, after inflation is taken into account. 

It is more difficult to determine the level of 
spending needed, at all levels of government, 
to deal effectively over the long-term with the 
need to improve adults' basic skills. Some 
studies estimate that a multiyear, multibillion 
dollar commitment would be needed. In addi- 
tion to more funds, new delivery systems, and 
different approaches to basic skills edut ation 
could be required. All projections of long-term 
fiscal needs for adult basic education programs 
are hampered by the unreliability of available 
data on the number of adults with basic skills 
deficiencies. 

Given the uncertainty about what outcomes 
could be expected from a given level of fund- 
ing, Congress might wish to create a special 
study commission (or call on the executive 
branch to do so) to develop an overall long-term 
strategy for addressing the basic skills problem. 
Several different participation goals (with asso- 
ciated funding requirements) could be iden- 
tifed. The commission or agency formulating 
the strategy could be required to develop the 
information in time for congressional delibera- 
tions on reauthorization of the Adult Educa- 
tion Act (the current authorization expires on 
Sept. 30, 1988). This, together with a higher 
level of interim funding of the program, is an 
option Congress may wish to consider (see op- 
tion 8a, table 2-5). 

Some sentiment already exists in Congress 
for reevaluating approache for dealing with 
functional illiteracy. For example, joint reso- 
lutions introduced in both Houses of the 99th 



Congress would establish a national commis- 
sion on illiteracy. 20 The temporary commission, 
half of whose members would be appointed by 
the President and the other half by Congress, 
would report and make recommendations to 
the Congress within one year of its establish- 
ment. As these proposals are framed, it is not 
clear how much emphasis the proposed com- 
mission (if authorized) would give to adult 
functional illiteracy, relative to improving basic 
skills of young people high school age. 

The Role of Employers and the Private Sector 

Given constraints on Federal spending, con- 
siderable interest exists in the potential of alter- 
native delivery systems for adult basic educa- 
tion. Such alternatives include more reliance 
on volunteers and volunteer organizations to 
provide educational services, and greater in- 
volvement of employers and unions in spon- 
soring education projects for workers. Foun- 
dations and other nonprofit organizations are 
also active in supporting innovative basic skills 
programs. 

Volunteer organizations, such as Laubach 
Literacy Action and Literacy Volunteers of 
America, conduct their own literacy projects, 
and also have ties to State and local ABE proj- 
ects. Although nationwide data are not avail- 
able, volunteers are also used in basic educa- 
tion projects supported by the AEA. If well- 
trained and effectively supervised, volunteers 
could help expand the reach of AEA-supported 
projects, and allow some people on waiting 
lists to enter classes sooner. Volunteers often 
provide one-to-one tutoring, an approach that 
can help overcome lack of self-confidence or 
lagging motivation. Often, individual sessions 
can be arranged between volunteer tutors and 
clients to fit the clients' schedules* 



"The commission is proposed in House Joint Resolution 213 
and Senate Joint Resolution 102. as introduced in the 99th Cong. 
A similar commission and study was called lor in S. 1160. the 
proposed National Defense Authorization Act for fiscal year i960 
as passed by the Senate on June 5. 1985. The provision was 
dropped in the conference committee on the bill. For status and 
discussion of these and other proposals in the 99th Congress, 
see Paul M. Irwin, " Adult Literacy Issues, Programs, and Op- 
tions,*' Library of Congress, Congressional Research Service.ls- 
sue Brief IB85167. 
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Volunteerism is emphasized in the Depart- 
ment of Education's Initiative on Adult Lit- 
eracy, announced by President Reagan and 
former Secretary of Education T.H. Bell in Sep- 
tember 1983, and the National Adult Literacy 
Campaign, sponsored by the Coalition for Lit- 
eracy in conjunction with the Advertising 
Council Under the Campaign, a national ad- 
vertising effort to attract students and to recruit 
volunteer tutors and corporate sponsors was 
launched in January 1985. At present, it is not 
clear whether State and local volunteer orga- 
nizations and the instructors and administra- 
tors of adult basic education programs are pre- 
pared to make effective use of volunteers who 
respond to the campaign. It may be possible 
to improve the use of volunteer tutors by pro- 
viding funds for their recruiting and training. 
Federal seed money, channeled through the 
Department of Education's Division of Adult 
Education, could help build the capacity of lo- 
cal volunteer organizations. 

Employers and unions could play a signifi- 
cantly greater role than they do now in efforts 
to improve basic skills in the work force. Some 
companies sponsor programs at worksites or 
in conjunction with local educational institu- 
tions to provide basic skills courses to their em- 
ployees. So far, no one has collected the data 
heeded to evaluate these company-sponsored 
programs* In theory, at least, they offer the ad- 
vantages of convenience of time and place and 
of peer group support. However, most compa- 
nies do not offer basic skills programs, and 
many feel that this is the task of the public 
schools alone. 

Identifying current and potential roles of em- 
ployers in providing basic skills education to 
employees could be a subject for congressional 
oversight of AEA. Or, if Congress decides to 
establish a commission on functional illiteracy, 
it could direct the commission to assess ways 
to encourage employers to provide basic edu- 
cation to their workers. 

Given the limited funds available for projects 
that serve all eligible adults, it may be ques- 
tioned how much direct public support should 
be given to employer-provided basic education 
projects. In reauthorizing AEA in 1984 through 



Public Law 98-511, Congress authorized States 
to support ABE projects undertaken by for- 
profit organizations when this would contribute 
significantly to the objectives of the act, and 
when the for-profit organization could provide 
substantially equivalent education at a lesser 
cost or provide services and equipment hot 
available in public institutions. 21 Thus, it ap- 
pears that employers, as well as proprietary 
schools and for-profit learning centers, can 
qualify for AEA funds under some circum- 
stances. Similar provisions are contained in the 
Carl D. Perkins Vocational Education Act of 
1984, which authorizes basic skills programs 
in support of vocational education objectives. 
Depending on whether States choose to fund 
such activities, a track record will begin to 
emerge in the next few years on these forms 
of private-public sector educational partner- 
ship. If additional public support for employer- 
provided basic skills courses is merited, care 
will be needed to assure that traditional basic 
education programs for .he public at large are 
not jeopardized. The danger of supporting pri- 
vate programs at the expense of general pub- 
lic ones might be avoided if public support for 
employer-provided basic education were part 
of an earmarked package of training incentives. 
Selected options to encourage greater employer 
involvement in training the active work force 
are discussed in Issue Area 10 of this chapter* 

The Importance of Information and Monitoring 

Better information is essential for formulat- 
ing and monitoring the success of long-term 
programs to reduce functional illiteracy in the 
United States. The most frequently cited esti- 
mates of functional illiteracy are derived from 
the 1974 survey of adult performance levels 
which categorized 20 percent of the adult pop- 
ulation as functionally incompetent and another 
30 percent as marginally competent. This sur- 
vey was not a survey of literacy levels, but 
nonetheless has been widely cited as a meas- 
ure of functional illiteracy. 



"Public Law 98-511, Section 304. 
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The need for periodic monitoring of the 
scope of the adult basic skills problem in the 
United States is clear. A new one-time survey 
of literacy levels among young adults (21 to 25 
years of age) is now being undertaken by the 
Educational Testing Service as part of the Na- 
tional Assessment of Educational Progress 
(NAEP). Results of the new survey are expected 
in the spring of 1986. Given the magnitude of 
the problem, periodic surveys (perhaps every 
3 or 4 years) of adult literacy and basic skills 
performance levels on a national basis would 
be desirable. The cost of the current NAEP sur- 
vey (for young adults only) is estimated to be 
$1.9 million. It is believed that an expanded 
survey, sampling functional literacy levels of 
all adult age groups, would cost about the same, 
since the already developed NAEP model could 
be used to analyze a broader sample of the 
adult population. Survey findings would be 
most useful to poMcymakers if they could be 
related directly to needs for adult basic edu- 
cation programs and associated funding levels. 

Better information about State and local AEA 
projects, and projects conducted through alter- 
native delivery systems (such as employers, 
volunteer organizations and foundations, and 
other Federal programs) would also be desir- 
able. From 1982 through 1984, restrictions on 
data collection by the Department of Educa- 
tion were in effect for the AEA program. As 
a result, official national data obtained from 
the States about their AEA programs is quite 
limited for the program years 1982 through 
1985. In reauthorizing AEA in 1984, Congress 
was more specific about the kinds of informa- 
tion the Secretary of Education may obtain 
from the States under the program. In addition 
better information about basic education serv- 
ices that are funded separately from AEA 
projects would help to determine the nation- 
wide commtiment to remedying adult basic 
skills deficiencies. 

If Congress wishes to be assured that a con- 
tinuing effort is made to improve information 
on basic skills, it may wish to consider provid- 
ing separate funding for periodic surveys of 
adult literacy levels (option 8b, table 2-5). It also 
may wish to be assured, through its oversight 



of implementation of the 1984 amendments to 
AEA or through establishment of a special 
study or commission on functional illiteracy, 
that data on State and local programs are ade- 
quate to meet congressional needs. Develop- 
ing better estimates of employer-provided basic 
education, for example, could be a function of 
a study or commission on adult education, 
while a responsibility to develop information 
on federally supported activities (other than 
those through AEA) could be assigned to the 
Federal Interagency Committee on Education. 



Continuing Education and Worklife Transitions 
(issue Area 9, Table 2-5) 

Some workers in declining occupations or 
industries may be able to lessen the likelihood 
of displacement in the future by getting train- 
ing in new job skills while they are still em- 
ployed. An extensive system of adult education 
and training exists in the United States. Parts 
of this system, such as community colleges and 
some vocational schools, are highly accessible 
to adult workers. 

As a practical matter, comparatively few 
blue-collar workers undertake preventive re- 
training. Many workers do not believe that the 
education and training system has much po- 
tential for helping them prepare for occupa- 
tional changes even when it is clear that their 
jobs are vulnerable to displacement. Also, 
workers often have very limited information 
about the kind of training that is most likely 
to open new job opportunities. Moreover, 
workers preparing for career changes usually 
have to do so on their own initiative, often with 
little or no financial support from employers 
or the Government. For example, most adult 
workers seeking training for a career change 
study part time, and only a small portion of 
Federal student-aid is available to part-time stu- 
dents. While some adults are able and willing 
to finance their own retraining, many are not 
prepared to do so. 

Over the last few years, several approaches 
have been proposed to make it easier for adult 
workers to take education and training that 
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would help them change careers. These ap- 
proaches include, among others: 1) greater em- 
phasis oh outreach, to encourage more adults 
to take part in education and training; and 2) 
expansion of financial assistance available to 
adults in education programs, either directly 
through student-aid programs, or indirectly 
through changes in the Internal Revenue Code. 
Another approach would be to target special 
assistance for retraining workers in occupa- 
tions or industries that are subject to wide- 
spread displacement. In theory at least, this ap- 
proach could help some workers in declining 
occupations make career transitions while they 
are still- employed. 

Expanded Emphasis on Outreach Activities for 
Adults (Option 9a, Table 2-5) 

Several barriers prevent many adults from 
making use of educational programs in their 
communities. These include personal and psy- 
chological barriers, such as lack of self-con- 
fidence; difficulties in scheduling instruction 
at times and locations convenient to adults; 
lack of career counseling for adults; and lack 
of information about available educational re- 
sources and opportunities. (Financial barriers 
are also important; these are discussed sepa- 
rately.) 

Increased Federal support for adult outreach 
is under consideration, and several bills on this 
issue have been introduced in the 99th Con- 
gress. 22 Some bills propose to reinstate an out- 
reach program as part of Title I of the Higher 
Education Act of 1965 (as amended), a law up 
for reauthorization in the 99th Congress, Many 
of the continuing education activities originally 
authorized under this title were modified by 
the Higher Education Act of 1980. Funding for 
the continuing education and adult outreach 
activities under Title I peaked at $18 million 
in 1976. Since fiscal year 1981, when most of 
the funds already appropriated for the adult 
outreach program were rescinded, no funds 



"See, for example, H.R. 3700, the proposed Higher Education 
Amendments Act of 1985 as reported by the House Committee 
on Education and Labor on Nov. 20, 1985, S. 460, introduced 
on Feb. 20, 1985, and H.R. 1473, as introduced on Mar. 7, 1985. 



have been appropriated specifically for the out- 
reach provisions of Title I. 23 

Renewed Federal support for outreach activ- 
ities might encourage more workers to partici- 
pate in career education and training, and 
cause educational institutions to offer more 
programs to meet the educational needs of un- 
derserved groups of adult learners. One of the 
Title I bills introduced in the 99th Congress (S. 
480) would authorize up to $50 million in fis- 
cal year 1986 (and such sums as necessary 
through 1991) for innovation and outreach 
projects and R&D activities related to post- 
secondary continuing education. The bill iden- 
tifies several groups of adults as likely to ben- 
efit from these programs, including (among 
others) dislocated workers, people (especially 
women) returning to the labor force, those 
needing remedial education or counseling to 
benefit from postsecondary education, and em- 
ployees of small or medium size firms that do 
not offer training and education activities. 

The bill would authorize the Secretary of Ed- 
ucation to make grants to institutions of higher 
education (including qualifiying proprietary in- 
stitutions and postsecondary vocational insti- 
tutions) to better serve adult learners. The 
grants could be used to make educational op- 
portunities available to adults at convenient 
times and locations (including the workplace); 
to promote collaborative efforts with employers 
and employees to make postsecondary educa- 
tion responsive to local, regional, and national 
employment and economic conditions; to help 
adults overcome barriers limiting their partici- 
pation in postsecondary education; to provide 
information and counseling services for adults; 
to develop innovative delivery systems and cur- 
ricula to facilitate career development and tran- 
sitions; and to implement technology-based 
delivery systems to enhance adult access to 
postsecondary education. The grants could not 
be used for stipends. 



"As discussed in Reauthorization of the Higher Education Act: 
Program Descriptions, Issues and Options, prepared by the Con- 
gressional Research Service for the Senate Committee on La- 
bor and Human Resources, February 1985 (Senate Print 99-6), 
pp. 440-441. 
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The need for expanded outreach activities in 
remedial education programs is discussed sep- 
arately under the heading Basic Skills and the 
Work Force (Issue Area 8) of this chapter. Re- 
medial education programs traditionally attract 
only highly motivated adults; outreach directed 
to less motivated adults with basic skills prob- 
lems may attract more people to these pro- 
grams. The Title I outreach activities in the 
proposals discussed in this section could be 
used to provide guidance, counseling, and re- 
medial instruction to adults who need such 
services to benefit from postsecondary educa- 
tion; Another option would be to expand the 
emphasis on outreach activities in publicly sup- 
ported remedial education programs, such as 
those conducted with the support of the Adult 
Education Act. Neither of these options is 
mutually exclusive. 

Financial Assistance for Continuing 
Training and Education 

Federal financial assistance to working adults 
for continuing education traditionally has been 
quite limited. However, in recent years, pro- 
posals have been made to increase the level of 
support or to broaden the circumstances un- 
der which adults could receive financial assis- 
tance for continuing education. Most of these 
bills and legislative proposals can be grouped 
in three broad categories: 1) increasing the ac- 
cess of part-time adult students to Federal fi- 
nancial aid for education, 2) broadening the tax 
deductibility of education and training expend- 
itures to include education not directly related 
to one's current job, and 3) creating special tax 
advantages for individual training accounts to 
finance education or training. This approach 
is discussed in detail in chapter 6. 

Most employed adults who participate in ed- 
ucation or training are part-time students and 
are not enrolled in degree or certificate pro- 
grams. This limits their access to Federal finan- 
cial assistance. The major Federal aid pro- 
grams for postsecondary students— Pell grants, 
Guaranteed Student Loans, College Work-Study, 
Supplemental Educational Opportunity Grants, 
and National Direct Student Loans— are struc- 
tured primarily to help dependent, full-time stu- 
dents in the 18- to 22-age range. 

O 
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With the exception of Guaranteed Student 
Loans, students are eligible for Federal aid un- 
der these programs only if they are enrolled in 
"eligible programs" leading to a degree, a cer- 
tificate, or other formal program of prepara- 
tion for a recognized vocation. This require- 
ment excludes more than half of the adults in 
postsecondary courses. Only two programs, 
Supplemental Educational Opportunity Grants 
and College Work-Study, are available to stu- 
dents enrolled less than half time. Since 1980, 
Congress has permitted up to 10 percent of the 
funds in these two programs to be given to stu- 
dents who are enrolled less than half time. 
Even so, few schools earmark the full 10 per- 
cent to these students. 

Many adults who might otherwise be eligi- 
ble for assistance may have trouble competing 
for funds because eligibility requirements are 
designed for financially dependent young peo- 
ple. For example, adults who own homes may 
be penalized in calculations of the need for fi- 
nancial aid. Displaced workers are affected by 
calculations of need based on the previous 
year's income. Legislation has been proposed 
in the 99th Congress which would require dis- 
counting of home equity and unemployment 
benefits in calculating financial aid needs for 
dislocated workers, thus allowing determina- 
tion of needs to be based r n their current in- 
come. 24 Other options Congress might consider 
to increase the access of adults to Federal stu- 
dent aid include modifying the degree and cer- 
tificate requirement and earmarking more aid 
to students enrolled less than half time. 

Several bills have been proposed to allow tax- 
payers to deduct or, in some cases, take tax 
credits for eligible education expenses in cal- 
culating their income taxes. While some of 
these bills limit the deduction or credit to ac- 
counts established for dependents cf the tax- 
payer, others also allow the taxpayer to deduct 
or take credit for his or her own educational 



"See, for example, H.R. 1611,the proposed Dislocated Work- 
ers Act of 1985, as introduced on March 20, 1985 and H.R. 3700 
as reported by the House Committee on Education and Labor 
on Nov. 20, 1985. 
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expenses. 25 The deduction allowed varies from 
$1,000 to $2,000 annually in different bills. 
Somn bills specifically identify expenses in- 
curred at vocational schools as eligible ex- 
penses, while others do not. Broadening the tax 
deductibility of education expenses would ben- 
efit most those with higher incomes (and thus 
higher tax brackets), and therefore may be 
more useful to managers and professionals 
than to blue-cellar workers; tax credits would 
be of greater benefit to lower income workers 
than deductions. 

Similarly, professional and technical people 
with relatively high incomes may be more 
likely to make use of individual training ac- 
counts than workers with lower incomes. As 
proposed in bills introduced in the 99th Con- 
gress,* 5 the individual training account ap- 
proach would authorize tax deductible train- 
ing accounts, funded jointly by employers and 
workers, that could be drawn on to provide 
vouchers for training or relocation assistance 
if a worker was displaced. Contributions to in- 
dividual training accounts by both employers 
and employees would be deductible for in- 
come tax purposes. Large employers (defined 
as companies employing 25 people or more) 
who refused to participate in the program 
would not be eligible for certain reductions in 
Federal unemployment taxes. 

Another approach for assisting adults in 
financing education would be to authorize tax- 
payers to establish tax-deductible education 
savings accounts regardless of their employ- 
ment status. One possibility would be to per- 
mit individual taxpayers to set up special tax- 
deductible savings accounts to meet educa- 
tional expenses of themselves or their depend- 
ents. Such a tax deduction might be extended 
to taxpayers who do not otherwise itemize 
deductions, and could be used for educational 
expenses at an institution of higher learning 
or a vocational schoool. Both features could be 

"These include H.R. 96, introduced on Jan. 3, 1985, which 
would allow taxpayers an income tax credit for education ex- 
penses, and H.R. 414, also introduced on Jan. 3, 1985, which 
would allow in income tax deduction for education expenses. 

"These proposals include H.R. 26, as introduced on January 
3, 1985, and S. 934, as introduced on April 17, 1985. 



attractive to blue-collar workers interested in 
retraining, but (as with other proposals involv- 
ing tax incentives) it is hard to tell how many 
workers would enroll in courses they would 
not otherwise have taken. 

All these approaches— whether aimed at di- 
rect student aid or at tax incentives for educa- 
tion—need to be viewed in the context of cur- 
ent debate about the Federal deficit, tax reform, 
and Federal education priorities. At a time 
when major reductions in Federal student-aid 
have been proposed, increases in financial aid 
to adults might reduce aid available to other 
categories of students. By the same token, new 
tax incentives to help workers finance educa- 
tion for career changes, while not intensifying 
competition for direct financial aid, would af- 
fect Federal revenues and may be viewed as 
contrary to tax simpification and deficit re- 
duction. 

Besides options intended to increase access 
to continuing education for all adults, a more 
limited and focused approach would be to tar- 
get some educational assistance to workers em- 
ployed in declining occupations or industries 
(option 9b, table 2-5). Workers could use this 
assistance to obtain new job skills while they 
still have jobs. Determining worker eligibility 
for such assistance would depend on projec- 
tions or forecasts of industrial activities. This 
could be done at the Federal or State level; 
workers in declining industries or occupations 
could be made eligible for special consideration 
under various education assistance programs. 

Such an approach could have both positive 
and negative features. A matter of concern is 
whether a targeted approach would reach more 
than a few workers, given the uncertain relia- 
bility of occupational forecasts, and the resis- 
tance of many workers to retraining even when 
they are actually displaced, not merely threat- 
ened. Also, it can be argued that it is inappro- 
priate for the Federal government to provide 
positive incentives for workers to leave any in- 
dustry or occupation, since it is possible that 
this might accelerate the process of decline. On 
the positive side, a targeted approach would 
help some workers prepare for career transi- 
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tions while still employed, thus easing the proc- 
ess of change and probably reducing the num- 
ber of workers experiencing displacement in 
the future. In cases where several months of 
advance notice of layoffs or plant closings were 
given, targeted educational assistance could be 
an especially useful option. In fact, this option 
could be one of the services offered to work- 
ers in pre-layoff assistance piograms. (Pre- 
layof f assistance options are summarized in Is- 
sue Area 1, table 2-1). 

Employer-Supported Training and Education 
(Issue Area 10, Table 2-5) 

Corporate training activities are sometimes 
viewed as exclusively a concern for the private 
sector. However, components of this training 
system are indirectly supported by the public 
at large, because of favorable tax treatment of 
employer-provided training and links between 
business and publicly supported educational 
institutions. Thus, questions about access to 
training and education assistance by different 
levels of employees within firms, and about the 
quality and kind of services provided, are likely 
to be raised increasingly in Congress and else- 
where. Two issues that are especially relevant 
to legislative debate about the employers' role 
in helping employees prepare for career changes 
are: 1) the immediate question of whether to 
continue favorable tax treatment for employ- 
ees receiving tuition and other educational 
assistance from employers offering qualified 
continuing education programs, and 2) the 
question of whether greater public support 
should be provided for training and retraining 
of active work forces, and for improving ac- 
cess of blue-collar or less educated employees 
to training. 

Access to the Corporate Training System 

By virtually any measure, employers are a 
dominant factor in the continuing education 
and training of employed workers. Estimates 
of direct expenditures on training and indirect 
support of educational activities on the part of 
employers for their employees range from 
about $10 billion to over $100 billion per year. 



These estimates do not include informal train- 
ing given to employees at the workstation. 

While the role of employers is great, it is clear 
that access to employer-provided or employer- 
assisted training is by no means uniform. It is 
generally believed that people who work for 
large companies are much more likely to re- 
ceive education and training than those work- 
ing for small companies. This belief, while 
plausible, is difficult to substantiate simply 
because most of the statistical data on cor- 
porate training programs focuses on large cor- 
porations. 

Some larger firms in highly technical fields 
have established broad continuing education 
programs that can be used by all employees, 
sometimes in conjunction with employment 
security programs aimed at retraining current 
employees. Also, the recent attention to train- 
ing and retraining in union contracts is a po- 
tentially important vehicle for meeting the 
needs of workers who are union members. 
However, only about 18 percent of all U.S. 
workers belong to unions, and of these, only 
a minority are covered by contracts with ex- 
tensive training provisions. 

Most corporate training and education is fo- 
cused on the needs of managers, administra- 
tors, professionals, and technicians. In part, 
this reflects the greater need for continuing 
education in professional, managerial, and 
technical careers. Training requirements for 
many blue-collar jobs often can be satisfied 
through a few hours or days of instruction. 
However, the pattern also reflects the reluc- 
tance on the part of some employers to provide 
training in broad transferable skills, since such 
investments could be lost to the company if the 
employee found other employment. 

In the long run, narrowly focused training 
and education policies by employers may be 
self-defeating. A well-educated and highly 
trained work force, at all levels of employment, 
is an essential component of an internationally 
competitive economy. Moreover, corporations 
with human resource policies that aim to en- 
hance the skills and talents of all their employ- 
ees may find it easier to attract and keep a 
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highly motivated work force. At the same time, 
employers cannot be expected to assume the 
costs of retraining workers for jobs with other 
employers. 

All current estimates of corporate expendi- 
tures in training their employees are of ques- 
tionable accuracy. Estimates vary from a frac- 
tion of 1 percent to 3 or more percent of the 
gross national product. This lack of reliable 
data impedes analysis of more important ques- 
tions, such as whether U.S. employers are un- 
deririvesting in human capital, and how the 
commitment of U.S. employers to employee 
training compares with that of employers in 
other advanced economies. Given the impor- 
tance of these questions to debate about pol- 
icies related to employer provided training, 
Congress might wish to call on the executive 
branch to develop an improved information 
base on employer-provided training. ' 

tax Incentives for Employer-Provided j 
Education Programs ' 

Congress generally has not used the Internal 
Revenue Coat, as a vehicle for encouraging in- 
dividuals to participate in continuing educa- 
tion. The major exception has been education 
or training to maintain or improve an employ- 
ee's current job skills, or instruction that is re- 
quired by the employer. Employees can deduct 
such expenditures as business expenses in cal- 
culating their income tax. However, workers 
cannot deduct education or training expenses 
to prepare for new careers or different jobs. 

The other major exception has been favor- 
able tax treatment of benefits from employee 
education assistance programs that many com- 
panies now offer. These programs provide em- 
ployees with tuition assistance or other forms 
of support for courses that may not be directly 
related to their current jobs. Since 1978, Sec- 
tion 127 of the Internal Revenue Code has al- 
lowed employees to exclude educational assis- 
tance provided under a qualified company 
program from their taxable income, even when 
the ed ucation was not job-related. 27 If Congress 

"Originally authorized for a 5-year period, the 98th Cong, ex- 
tended section 127 until Dec. 31, 1985 through enactment of Pub- 
lic Law 98«611. The section 127 program had been allowed to 
lapse at the end of 1983. However P.L. 98-611 re-instated the 
exclusion and made it retroactive for the 1984 tax year. It also 
limited the amount of the exclusion to $5,000. 
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wishes this exclusion to be continued, it will 
need to act to extend the provision (option 10a 
in table 2-5) so that it will apply in the 1986 tax 
year. (The exclusion expired on Dec. 31, 1985.) 
Bills to continue the exemption have been in- 
troduced in the 99th Congress. 28 

Some believe that these benefits should be 
considered income for purposes of the Federal 
income tax. A key issue in debate about con- 
tinuing the program is whether the public costs 
in maintaining the exclusion are justified by 
the program's potential to reach a broad cross- 
section of employees. Company education 
plans that qualify for the Section 127 exclusion 
must not favor employees who are corporate 
officers or owners, or are highly compensated 
in comparison with other employees, and the 
educational program must be "for the exclu- 
sive benefit of the employees." Except for 
sports, games, and hobbies, the kind of educa- 
tion supported by a company program is not 
restricted; it can include courses that are not 
related to the employee's current job. 

Labor representatives have argued that be- 
cause lower level jobs are more narrowly de- 
fined, a requirement that courses be job-related 
in order not to be counted as income would 
discriminate against lower level employees, in- 
cluding women and minorities. Furthermore, 
the response of blue-collar workers to employ- 
er-provided tuition assistance is generally low 
because of barriers such as lack of information 
and lack of self-confidence. If Congress allows 
tuition assistance to become taxable income, 
new barriers may be added. 

Comparatively little information is available 
about who benefits the most from favorable tax 
treatment of employer-provided training, or 
what the true costs of the program have been 
to the Federal Government. A 1985 survey by 
the American Society for Training and Devel- 
opment found that, among the 319 firms with 
education programs responding to the survey, 

"See for example, S. 558 and H.R. 1356, as introduced in the 
99th Cong. It should be noted that the Appendix of the Presi- 
dent's May, 1985, tax proposal report to the Congress calls for 
a permanent continuation of the exclusion, and also for the drop- 
ping of the $5,000 annual limitation on the exclusion. Section 
1161 of H.R. 3838, the proposed Tax Reform Act of 1985 as 
passed by the House on Dec. 17, 1985, proposes to extend the 
exclusion through Dec. 31, 1987. 
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72 percent of participating employees earned 
less than $30,000 per year, and 22 percent 
earned less than $15,000. The survey found 
participation rates to be highest among com- 
panies with fewer than 500 employees. The sur- 
vey was not representative of firms as a whole 
since over half the respondents employed over 
3,000 people. 29 

In extending the Section 127 provision until 
the end of calender year 1985, Congress di- 
rected the Treasury Department to provide a 
repori (due at the end of October 1985) on the 
status of the program. In the meantime, esti- 
mates presented in congressional reports on 
the extension suggest that loss in tax and so- 
cial security revenue for the five-quarter exten- 
sion period (ending on Dec. 31, 1985) would 
be $155 million in fiscal year 1985, and $31 mil- 
lion for the first quarter of fiscal year 1986. 

Alternative Policies to Encourage Training and 
Retraining of Active Work Forces 

Several proposals have been made in recent 
Congresses that would broaden Federal sup- 
port for employee training of active work 
forces. Many of these proposals have as a 
stated purpose enhancement of U.S. industrial 
competiveness. They emphasize the advan- 
tages of training and maintaining an adaptive 
and skilled work force as a defense against fu- 
ture displacement. 

A wide range of policy questions and alter- 
native courses of action are associated with this 
issue. Specific aspects of the issue that are con- 
sidered below include: 1) use of congressional 
oversight to review the experience to date with 
public incentives for employer-provided train- 
ing; 2) consideration of whether additional tax 
incentives would encourage employers to pro- 
vide broader training and education opportu- 
nities to employees; and 3) possible use of pay- 
roll taxes patterned after the Federal-State 
unemployment compensation system as a 
mechanism for financing employer-provided 
training in situations where workers might 



"American Society for Training and Development, Employee 
Educational Assistance: Who Pays, Who Benefits (Arlington, VA: 
American Society for Training and Development, 1985). 



otherwise be displaced, or, alternatively, in 
financing training or retraining of displaced 
workers. 

Most existing cooperative approaches to 
work force education and training on the part 
of employers, unions, and public agencies are 
recent in origin. As discussed in chapter 5, 
some States support or assist training or re- 
training of work forces by private employers. 
Often, this training assistance is offered as an 
incentive to attract new industry to a State or 
region. Sometimes it is provided as part of a 
strategy to encourage local firms to stay in an 
area and to help them remain competitive. 
Some Federal assistance to State-industry co- 
operation programs is also available. For ex- 
ample, the Carl D. Perkins Vocational Educa- 
tion Act of 1984, the major law governing 
Federal vocational education expenditures, au- 
thorizes States to use some of these funds for 
training and retraining of active work forces 
by private employers, under certain circum- 
stances. While special State programs for adult 
training and retraining authorized by the Per- 
kins Act have not been funded, some funds 
under the basic grant program of the act are 
targeted for adult training and retraining. Eval- 
uation of the experience to date with these pro- 
grams and activities might be a useful subject 
for congressional oversight (option 10b, table 
2-5). Oversight could broaden public under- 
standing of the issues involved and help Con- 
gress evaluate alternative proposals should it 
wish to expand assistance for employer-pro- 
vided training (see option 10c, table 2-5). 

Several proposals of this sort have been off- 
ered in recent Congresses. For example, one 
purpose of H.R. 1219, the proposed National 
Training Incentive Act of 1985, would be to 
stimulate greater investment in training by em- 
ployers. (The bill also would allow displaced 
workers to withdraw funds from their individ- 
ual retirement accounts to finance approved 
training, without paying a tax or penalty on the 
amount withdrawn.) The bill would authorize 
a 25-percent tax credit for a company's train- 
ing expenditures that exceed the average annual 
amount it spent on training in the previous 5- 
year period. Eligible training expenditures 
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would include registered apprenticeship pro- 
grams, qualified employer-designed or employ- 
er-sponsored training programs, cooperative 
vocational education programs, programs at 
postsecondary schools, and other programs for 
improving job skills directly related to em- 
ployment 

Possible use of payroll-based funding to train 
and retrain both employed and unemployed 
workers has evoked some interest. The use of 
payroll-based contributions to finance training 
is perhaps most fully developed in France, 
where a government-imposed obligation to fi- 
nance training has been in effect for employers 
of 10 or more workers since 1971. French com- 
panies may use this obligation— currently about 
1.1 percent of a film's total wage bill— to fi- 



nance internal training of employees, or for 
industry-wide training activities. Employers 
who do neither must contribute an equivalent 
amount to programs for unemployed people in 
approved training centers or to the national 
government. 

Another possibility is to levy a special pay- 
roll tax on employers equivalent to a small por- 
tion of the unemployment insurance tax, and 
earmark it for training and retraining pro- 
grams. Two States— California and Delaware- 
have enacted payroll-based taxes, collected 
through the UI system, to finance retraining 
of workers. These payroll-based taxes, strictly 
speaking, are not part of the UI system. Fed- 
eral law prohibits diversion of any part of the 
UI tax for any non-UI purpose. 



THE FEDERAL ROLE IN RESEARCH, DEVELOPMENT AND TRANSFER OF 

INSTRUCTIONAL TECHNOLOGY 



Instructional technologies, such as computer- 
assisted instruction and courseware for inter- 
active videodisk systems, play an increasingly 
prominent role in the delivery of training and 
education to the work force. Many currently 
used instructional technologies were developed 
by or with the support of Federal agencies, and 
some have been adopted by industry due to 
their potential to cut training costs and provide 
uniform quality instruction at diverse loca- 
tions. Instructional technologies have signifi- 
cant potential for effective use in the delivery 
of basic skills instruction to adults, and in many 
vocational training and retraining applications. 
In several basic education and technical train- 
ing projects involving the computer, adults 
have learned very quickly, and in some cases 
have committed more time to their studies than 
students taking traditional courses (see ch. 7 
for details). 

Despite their promise, instructional technol- 
ogies have not yet come into widespread use 
in the adult education system. Congress may 
wish to take steps to encourage greater use of 
these technologies in meeting the educational 
and training needs of both employed workers 



and displaced workers. The Federal role in re- 
search, development, and transfer of new in- 
structional technologies could be expanded 
through: 1) more effective measures to trans- 
fer federally developed training technologies 
to education and training institutions and to 
the private sector, 2) greater support for devel- 
opment of new adult basic and vocational 
training materials for instructional technol- 
ogies, and 3) establishment of one or more na- 
tional centers at universities to focus research 
on how adults learn. (See Issue Area 11, table 
2-6.) 

Transfer and Diffusion of 
Federal Training Technologies 

Effective and timely transfer of federally de- 
veloped training technologies to State, local, 
and private sector education and training in- 
stitutions can contribute to efforts to upgrade 
the skills of the U.S. work force. Over the years, 
the Federal Government has played a major 
role in developing many training technologies, 
including computer-based education and train- 
ing, simulation, and educational applications 
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Table 2*6.— The Federal Role in Research, Development, and Transfer of Instructional and Training Technology 



Issue area and options 



Relationship to other options 



Relationship to current policy 



Estimated cost ol option to Government 



Him Am 11: Eacwrtglag r$s$*rch, dmhpmni 

a) Transfer and diffusion of federal training tech- 
-oologies: 

Require the executive branch to establish a spe- 
cific mechanism to facilitate the transfer and adop- 
tion of federally developed training materials and 
technologies by public education and training in- 
stitutions, and tne private sector. One legislative 
proposal before the 99th Congress would estab- 
lish a Department of Commerce Office of Train- 
ing technology Transfer and require other agen- 
cies to appoint a training technology transfer 
officer. An inventory would be made of current 
and proposed Federal training technologies (de- 
fined as computer software developed for train- 
ing). A mechanism for private sector involvement 
in financing the conversion of training technol- 
ogies to non-Federal public interest users of these 
technologies is provided. 

b) Federal support for research and development on 
instructional technology; 

In addition to continued support for research on 
the next generation of instructional technologies. 
Congress could earmark some funds specifically 
for the deve'opment and application of instruc- 
tional courseware for adult basic skills (This 
funding would be in addition to basic skills R&D 
now undertaken by the Department of Defense.) 



c) Support for research and evatuaiion or. adult 
taming: 

One option would be to fund one or more national 
centers for research on adult learning with a spe- 
cial focus on adult literacy The centers could be 
affiliated with universities. 



tad tnnskr of instructions! 'w.nhgy 



Option could be implemented in conjunction with (b) 
or (c/ below Option also can be seen as facilitating 
rapid adoption of new training, education, and in- 
structional technologies for JTPA Title III projects, 
and also could serve as a possible mechanism for 
transfer of adult basic education and vocational edu- 
cation instructional technologies to industry and pub- 
lic education systems (See issues Areas 3. 8. 9. 
and 10.) 



Could be adopted in conjunction w.th (a; and icj. 
and would also support other basic skills options 
(See issue areas 3. 8. and 10 ) 



Could be adopted in conjunction with other basic 
skills options 



A generic Federal technology transfer mechanism is 
provided in the Stevenson Wydler Technology inno 
vation Act ot 1980 (Public law 96 480). 



Section 309 ot the Adult Education Act (as amended 
in 1984. Public taw 98 511) could be used to sup- 
port development of courseware oriented to adults 
However. 309 funds may not be set aside for this pur- 
pose unless appropriations under AEA are at least 
$112 million. (Funds for AEA in FY 85 amounted to 
$102 million.) The Department of Commerce is cur- 
rently considering whether a need exists for evalua- 
tion of interactive videodisc systems to deliver basic 
skills as part of its effort to improve productivity in 
the tabor force. 



White no center on adult learning exists, a new na 
ttonat center on education and employment is expected 
to be established through the support of the Depart- 
ment of Education: thir or other centers could focus 
some research on adult learning. 



legislative proposal for training technology transfer in the 
99th Congress would authorize up to 1 3 million annually. 
This is substantially less than an earlier proposal in the 
98th Congress, which proposed direct grants for conver* 
sion of federally developed technologies to non-Federal 
uses. Under the approacn proposed in the 99th Congress, 
the private sector— not the Federal Government-would as* 
sume the costs of modifying training technologies so that 
they could be used in non -Federal applications by non- 
profit organizations. (In return, for-profit organizations 
making such conversions would be provided certain ben- 
efits, such as reduced fees or exclusive marketing rights.) 



Outside ot the Department of Defense, government fund- 
ing for basic skills courseware for adults is very mcdest. 
probably less than $2 million, including State activities 
funded under AEA. Doubling the current level of funding 
would cost about $4 million per year. 



If the center concept explored here is adopted, a small 
amount of funding (say $1 million by the Federal Govern* 
ment annually) could be used to Identify and provide par- 
tial funding for adult learning research. Some funding sup- 
port could be sought by the center from industry and other 
government programs. The center could also be assigned 
responsibility for evaluation of some new courseware for 
basic skills. 



SOURCE* Ofljce ol Technology Assessment 
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for interactive videodisk technologies. As re- 
search and development sponsored by the Fed- 
eral Government continues, new applications 
for training technologies that have promise for 
use in training by private industry and by 
educational institutions are being developed. 

Several Federal agencies, including DOD, 
NSF, and the Department of Education (ED), 
support research and development on new 
training and educational technologies. Cur- 
rently, DOD has the largest budget for instruc- 
tional technology, DOD training and education 
technologies may have broad applicability to 
many civilian uses, but are not specifically de- 
veloped for use by the public education system 
or the private sector, while technology diffu- 
sion is a major purpose of NSF and ED activi- 
ties in this area* Federal R&D activities in this 
area are discussed in chapter 7. 

Several DOD research and development proj- 
ects related to basic skills have promise for ef- 
fective use in retraining projects for displaced 
workers and other adults needing remedial ed- 
ucation in order to find and hold good jobs. For 
example, research projects are now underway 
in the Naval Personnel Research and Develop- 
ment Center, the Army Research Institute, and 
elsewhere within DOD that, in different ways, 
explore the potential of the computer in deliv- 
ering job-related basic skills instruction. Some 
work also has been done within the military 
on adapting interactive videodisk systems to 
basic skills instruction. 

DOD also has developed new training tech- 
nologies and materials in such areas as main- 
tanance, equipment repair, electronics and a 
wide variety of other skill areas that are rele- 
yent to vocational education and training for 
jobs in the civilian economy. Some of these 
projects involve production of training lessons 
for delivery on interactive videodisk systems. 
These and other projects, if shown to be effec- 
tive in the military, may well have potential for 
conversion to civilian use in time. 

Other DOD and NSF research is focused on 
developing new instructional technologies with 
potentially far reaching implications for deliv- 
ery of education and training. Some research 



is aimed at developing "authoring" systems for 
courseware that could bring down the costs 
and make it easier for trainers and educators 
to prepare their instructional materials for use 
on computers and videodisk systems. These 
and many other promising areas of research 
have potential for widespread application 
throughout the education and training system 
—including new ways to provide instruction 
to adults. 

Effective diffusion of Federal training tech- 
nologies to non-Federal users is by no means 
assured. Some of these training technologies 
are developed to meet the specific internal 
training needs of the sponsoring agency, and 
information about the new technologies often 
is not widely available. In addition, some in- 
structional technologies developed specifically 
to meet the training needs of an agency or mis- 
sion may not be useful for other applications 
without modification. The expense involved in 
converting these instructional technologies to 
civilian use may limit the pace of adoption. 

One approach for addressing these issues 
would be for Congress to direct the executive 
branch to establish a mechanism to transfer 
Federal training technology (Issue Area 11, op- 
tion 11a), Such a mechanism is proposed in 
S.1662, a bill introduced in the 99th Congress, 30 
A purpose of the bill would be to facilitate the 
transfer of Federal training technologies to the 
private sector and State and local agencies to 
support education, training, and retraining of 
industrial workers, especially those working in 
small businesses. 

The bill defines training technology as soft- 
ware for computer-based instruction, interactive 
videodisks, audiovisual devices, programmed 
learning kits, and associated manuals and de- 
vices. It would establish an Office of Training 
Technology Transfer within the Department of 
Commerce's National Technical Information 
Service 31 and would direct all Federal agencies 

»S. 1662 the proposed Training Technology Transfer Act, was 
introduced Sept. 19, 1985. 

a, NTIS is also the locacion for another government-wide tech- 
nology diffusion office, the Center for Utilization of Federal 
Technology, mandated by the Stevenson-Wydler Technology In- 
novation Act of 1980, 
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that use training technology to designate a 
training technology transfer officer. The bill 
would authorize the appropriation of $3 mil- 
lion in fiscal year 1987, and such sums as may 
be necessary in each succeeding year to carry 
out the training technology transfer program. 

A function of the training technology trans* 
fer office would be to maintain a comprehen- 
sive inventory of training technologies devel- 
oped under the supervision of Federal agencies. 
The inventory would also provide information 
about patents, copyrights, or proprietary inter- 
ests affecting its conversion or transfer. 

To facilitate adoption of training technol- 
ogies by non-Federal users, the bill would en- 
courage for-profit commercial users to finance 
the conversion of training technologies for use 
by nonprofit public interest users (schools, col- 
leges, voc ed facilities and all agencies under 
JTPA). 32 Specifically, the agency would be au- 
thorized to sell or lease training technology to 
commercial users. Nonprofit users could ap- 
ply to receive the technology at no cost. In 
cases where the technology must be modified 
or converted before it could be used effectively, 
the public interest user could enter into a co- 
operative agreement with the commercial user. 
Commercial users in such agreements, in turn, 
would be offered favorable terms by the Gov- 
ernment (e.g., waiving or reducing prices and 
lease fees, or exclusive sale or lease arrange- 
ments) in return for accomplishing the conver- 
sion or modification. (Three conditions would 
limit the circumstances in which such favora- 
ble terms could be granted: the cooperative 
agreement must call for conversion of the tech- 
nology by the commercial user to the needs of 
the public interest groups, the conversion 
would be performed at no charge to the pub- 
lic interest group, and the agreement must be 
acceptable by the Director of the Office of 
Training Technology Transfer.) 

Another way to address this issue would be 
to give training technology transfer higher vis- 
ibility in the existing mechanism for technol- 

"This is in contrast to a similar training technology transfer 
proposal introduced (but not enacted) in the 98th Cong., in which 
the Federal Government was authorized to provide conversion 
grants. 



ogy diffusion set up by the Stevenson-Wydler 
Technology Innovation Act of 1980 (Public 
Law 96-480). Public Law 96-480 established a 
generic apparatus for Federal technology diffu- 
sion which applies to most Federal labora- 
tories. While this law has not been fully imple- 
mented, its provisions for Offices of Research 
and Technology Applications within the Fed- 
eral laboratories and for a Commerce Depart- 
ment clearinghouse for information about Fed- 
eral technologies have been implemented. 
While this mechanism could be employed to 
provide information about Federal training 
technologies, it has only occasionally been used 
to transfer a federally developed training tech- 
nology. 33 Thus, if Congress wishes to give train- 
ing technology transfer a high degree of visibil- 
ity, it may wish to establish a specific technology 
diffusion mechanism. 

Development of Instructional Technology for 
Basic Skills 

Very little of the courseware and other in- 
structional materials now used in basic skills 
programs was developed with mature adults 
specifically in mind. Even some of the most 
widely used courseware in adult education 
projects was developed for young people in the 
16- to 21-year age group. Much of the current 
work on basic skills being conducted by the 
training and human resource development lab- 
oratories of DOD is focused on the young re- 
cruit not the mature adult. Moreover, instruc- 
tional technologies and courseware developed 
to meet the specific basic skills needs of the mil- 
itary are not automatically consistent with the 
objectives of industry and civilian educational 
institutions. For example, DOD courseware for 
basic skills is often focused on the narrow ob- 
jective of teaching the minimal academic skills 
needed to perform specific jobs. This approach 



"In one case. Public Law 96-480 has been used as the mecha- 
nism for diffusion of a federally developed training technology. 
A computer-assisted reading improvement program that was de- 
veloped by the Navy has been transfered to two libraries, where 
il is used in basic literacy programs for adults and high school 
dropouts. ORTAs in two Army and Navy research laboratories, 
and the National Commission on Libraries and Information 
Science, were involved in this technology transfer project (see 
ch. 7 for details). 
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might be appropriate when used by firms to 
upgrade the skill levels of employees. As an 
overall objective of a local adult education 
class, however, the approach of linking basic 
skills instruction narrowly to a specific job is 
less appropriate. 

Little of the instructional technology R&D 
budget of the Federal Government is aimed at 
developing general basic skills instructional 
materials for older, mature adults. This has not 
been a high priority instructional technology 
activity in the Department of Education. States 
are using more funds for instructional technol- 
ogy ^development under AEA than in the past. 
In fiscal year 1985, for example, states spent 
$pi million for technology projects under Sec- 
tion 310 of AEA, twice the amount spent for 
this purpose in fiscal year 1983. Also, the Fund 
for the Improvement of Postsecondary Educa- 
tion recently made a small grant to a commu- 
nity college for developing, field testing, and 
validating courseware for adult basic educa- 
tion. The National Institute of Education (NIE) 
(now part of the Office of Educational Research 
and Improvement) currently supports a Na- 
tional Center for Educational Technology at 
Harvard University. However, this center fo- 
cuses on the elementary and secondary school 
system, not on adult education. Total R&D ex- 
penditures by NIE for educational technology 
were $12.7 million from fiscal year 1980 through 
fiscal year 1985, but only one project was 
clearly related to adult basic skills. 

Given the contribution that improved basic 
skills courseware might make to adult basic 
education, additional support for R&D in in- 
structional technologies for basic skills may be 
appropriate (Issue Area 11, option b). Several 
alternatives could be pursued. One possibility 
would be to direct the Secretary of Education 
to fund such activities through Section 309 of 
AEA. This would require an annual appropri- 
ation for AEA of at least $112 million— the level 
needed to trigger a 5-percent set-aside author- 
ized under Section 309 of the law for research, 
development, demonstration, dissemination, 
and evaluation projects; another option would 
be congressional action to remove the $112 
million trigger. To avoid competition for the 



limited funds available for delivery of remedial 
education services under AEA, it may well be 
that a separately funded mechanism would be 
needed. 

Some other Federal agencies in addition to 
ED, could play a role in supporting such activ- 
ities. For example, the Department of Com- 
merce's Office of Productivity, Technology, 
and Innovation is seeking to identify an appro- 
priate demonstration project that would test 
the effectiveness and costs and benefits of in- 
teractive videodisk systems in addressing a ma- 
jor human resource problem for industrial 
training. It is currently sponsoring a needs 
assessment study of the potential of interactive 
videodisks in dealing with functional illiteracy. 
If the needs assessment study shows that fur- 
ther work would be desirable, the Department 
may need additional funding to proceed. As is 
discussed in chapter 7, the interactive video- 
disk has substantial promise in adult basic 
okills instruction, especially if courseware 
appropriate to adults can be developed. Finally, 
DOD and other Federal agencies from time to 
time have conducted evaluations of instruc- 
tional technologies. Making tha results of such 
evaluations widely available would be one way 
to improve knowledge about instructional tech- 
nology. 

Support for Research and Evaluation on 
Adult Learning 

Besides emphasizing the transfer of training 
technologies and the development of course- 
ware for mature adults, Congress may also 
wish to consider options to encourage more re- 
search on the nature of the adult learning proc- 
ess. Currently, little research is focused on such 
questions as how to design curricula and in- 
structional approaches so that they are appro- 
priate for adults, how to measure functional 
literacy levels among adults, and how to eval- 
uate adult performance in educational pro- 
grams. Moreover, educational researchers have 
given little attention to the adult learner in un- 
dertaking evaluations of different forms of in- 
structional technologies. These and other is- 
sues could be addressed through a research 



109 



Ch, 2— Policy Issues and Options • 101 



program focused specifically on the adult 
learner 34 (Issue Area II, option c). 

Greater attention by the research community 
to the subject of adult learning could lead to 
medium and long-term benefits, such as more 
effective programs for basic skills, continuing 
education, and worker training and retrain- 
ing—all important issues in maintaining the 
skill level of a work force that will be composed 
of increasing numbers of older workers in the 
years to come. Therefore, Congress may wish 
to consider measures to focus greater attention 
on adults ir learning research, particularly re- 
search related to basic skills. This could be 
done in conjunction with, or separately from, 

"A legislative proposal for such a program is contained in H.R. 
3700, the proposed Higher Education Amendments Act of 1985 
as reported by the House Committee on Education and Labor 
on Nov. 20, 1985. Section 122 of H.R. 3700 would establish a 
program of grants to eligible institutions for adult learning re* 
search and research application. 



the training technology transfer and course- 
ware development options described above. 

One option would be for Congress to direct 
ED to charter one or more national research 
centers for adult learning and basic skills. It 
would also be possible to earmark some re- 
search funds for adult learning at existing re- 
search centers. For example, ED is consider- 
ing several proposals for new research centers 
for education, including a proposed National 
Center for Education and Employment, which 
would address continuing education as one of 
its areas of concern. However, establishment 
of one or more new national centers devoted 
specifically to research on adult learning and 
basic skills would focus research, and give 
greater attention to the importance of this sub- 
ject in the educational community. Federal 
funding for the centers could be kept at a mod- 
est level— say under $1 million per year. 
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Chapter 3 

Worker Displacement 



INTRODUCTION 



Displaced workers are adults with an estab- 
lished work history who have lost their jobs 
through no fault of their own, and who face 
real difficulties in finding new ones. Unlike the 
temporary job losses during a business reces- 
sion, the job losses involved in displacement 
are lasting, reflecting structural changes in the 
economy. Some workers who have lost jobs in 
this way find new ones fairly easily. Others— 
possibly because they live in a depressed area, 
or because they lack the skills required for 
available jobs, or because employers consider 
them too old— remain out of work for months 
or even years, or settle for ill-paid, dead end 
jobs. These workers, suffering the effects of 
structural economic change, are displaced. 

In the 5 years 1979 to 1983, over 11 million 
American workers lost their jobs due to plant 
closings and employment cutbacks. Some of 
the lost jobs were restored as the economy re- 
covered from recession. Some of the job losers 
—especially the younger, better educated, and 
more skilled— found good new jobs with no 
great sacrifice in unemployment or reduced 
earnings; indeed some went back to work at 
higher pay. But for many of the workers, the 
job loss was far more disruptive. Especially 
hard hit were the middle-class blue-collar work- 
ers of the frostbelt— the Cleveland or Chicago 
steelwoikers, for example, who once made $13 
per hour plus benefits but now, in the middle 
of their working lives, with families to support 
and mortgage payments to make, found them- 
selves out of work. Nor were these the only 



victims of displacement. Thousands of work- 
ers in a variety of industries and regions- 
pharmaceuticals in Rhode Island, communica- 
tions equipment in New Jersey, textiles in the 
Carolinas, household appliances in Kentucky, 
semiconductors in California— lost jobs in plant 
closings and mass layoffs, often with little 
chance of landing equally good jobs. 

Displaced homemakers are another class of 
displaced workers, with especially difficult 
employment problems. These are women whose 
main job has been keeping house and raising 
a family, but who have lost their principal 
source of income through divorce, separation, 
widowhood, a spouse's disability or prolonged 
unemployment, or through loss of eligibility for 
public assistance. 1 At this point, they must find 
paid work. Many are quite unprepared. More- 
over, most do not have unemployment insur- 
ance or income from another family member 
to sustain them while they look for a job. Their 
problems are no less serious than those of 
workers losing jobs in factories or offices, and 
their numbers are large— estimated at more 
than 2 million to 4 million. However, since the 
causes and effects of displacement of home- 
makers are often different from those of main- 
stream workers, this report considers displaced 
homemakers separately in chapter 10. 



'Although a few men fit the definition of displaced homemaker, 
the vast majority are women. For simplicity, this report assumes 
that displaced homemakers are female. 



THE DIMENSIONS OF WORKER DISPLACEMENT 



From January 1979 to January 1984, 11.5 
million American workers lost jobs as a result 
of plant closings, abolition of positions or 
shifts, or slack work. Of those, 5.1 million had 
held the job they lost for at least 3 years and 




were defined as displaced by the Bureau of La- 
bor Statistics (BLS), in a study based on a 1984 
survey of displaced workers. 2 

'Paul 0. Flaim and Ellen Sehgal, "Displaced Workers of 1979- 
83: How Have They Fared?" Monthly Labor Review, June 1985. 

(continued on next page) 
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By January 1984, 3.1 million of the 5.1 million 
displaced workers were reemployed, although 
at least half of them were earning less than the 
income from their old jobs. About 1.3 million 
workers, or 25 percent of those displaced over 
the 5 years, were still unemployed; half a 
million of these had been out of work for 27 
weeks or more. Unemployed displaced work- 
ers amounted to 14 percent of all unemployed 
American workers in January 1984. 3 In addi- 
tion, 730,000 of the displaced workers had left 
the labor force, and were no longer counted 
as unemployed. 

No one has surveyed displaced workers since 
January 1984, but experience in several indus- 
tries since then shows that economic recovery 
failed to restore many of the jobs lost in the past 
few years. Moreover, worker displacement 
continued, even in better times. For example, 
in mid-1985 there were 266,000 (46 percent) 
fewer people at work in steelmaking than 6 
years earlier. In the more prosperous auto 
industry, despite recalls of thousands of laid- 
off workers, 165,000 (16 percent) fewer people 
were employed in 1985 than in 1979. 

These steel and auto workers were typical of 
a new class of displaced workers who emerged 
in the early 1980s. Often, they were white 
males of prime working age (25 to 54) with a 
steady work history in a blue-collar factory job, 
living in traditional manufacturing regions 
from New York and New Jersey westward to 
Wisconsin. In addition to these highly visible 
blue-collar white males, displaced workers in- 
cluded other less publicized but sizable groups. 
About one-third of them were women, many 
laid off from clerical or service jobs, or from 
blue-collar work in the low-wage food, textile, 
and apparel industries. 

These findings are based on the BLS survey 
of displaced workers, which attempted for the 

(continued from previous page) 

The survey was: planned cooperatively by the Employment and 
Training Administration and the Bureau of Labor Statistics (U.S. 
Department of Labor), conducted by the Census Bureau, and ana- 
lyzed by the BLS. 

'Among other unemployed workers were those who lost jobs 
due to the recession and probably would be recalled, people who 
quit their jobs voluntarily, workers fired for cause, and new en- 
trants to the labor market looking for their first job. 



first time to measure directly the number of 
displaced workers and their characteristics. 4 
BLS included in its definition of displaced 
workers all workers over the age of 20 who had: 
1) lost a job between January 1979 and Janu- 
ary 1984; 2) worked at least 3 years in that job; 
and 3) lost the job because the plant or com- 
pany closed down or moved, the position or 
shift was abolished, or work was slack. Table 
3-1 shows the breakdown by sex, age, and 
ethnic group of the 5.1 million adult workers 
who lost their jobs in these ways over the 5 
years, and their employment status in January 
1984. 

The figure of 5.1 million understates the ex- 
tent of displacement over the period in that it 
does not count people who held jobs for less 
than 3 years. From the standpoint of eligibility 
for assistance programs, many workers with 
shorter tenure than 3 years on the job fit the 
broad, flexible definition of dislocated work- 
ers under the Job Training Partnership Act of 
1982. 5 Such workers are now being served in 
projects funded under the act. On the other 
hand, it is not appropriate to count as displaced 
all the 11.5 million workers who lost jobs due 
to plant closings or employment cutbacks from 



4 Before the BLS survey of displaced workers, estimates of dis- 
placed workers were based on proxy measurements. Some 
widely quoted estimates ranged from about 100,000 (for 1983) 
to 815,000 (for 1984), with the divergence in numbers largely 
due to differences in definition. See Marc Bendick, "Govern* 
ment's Role in the Job Transitions of America's Dislocated Work- 
ers," testimony at joint hearings on Technology and Employ- 
ment, U.S. Congress, House Committee on Science and 
Technology and House Committee on the Budget, June 9, 1983; 
and Steven Sheingold, Congressional Budget Office, "Dislocated 
Workers: An Assessment of the Current Situation and Policy 
Implications for the Future," unpublished report, April 1984, 
p. 19. 

5 The definition of dislocated workers in JTPA, Sec. 302, is as 
follows: 

(a) Each State is authorized to establish procedures to identify sub- 
stantial groups of eligible individuals who - 

(1) have been terminated or laid-off or who have received a notice 

of termination Or lay-off from employment, are eligible for 
or have exhausted their entitlement to unemployment com- 
pensation, and are unlikely to return to their previous indus- 
try or occupation; 

(2) have been terminated, or who have received a notice of termi- 

nation of employment, as a result of any permanent closure 
of a plant or facility; or, 

(3) are long-term unemployed and have limited Opportunities for 

employment or reemployment in the same cr a similar occu- 
pation in the area in which such individuals reside, includ- 
ing any older individuals who may have substantial barriers 
to employment by reason of age. 



114 



Ch. 3— Worker Displacement • 107 



Table 3-1. —Employment Status of Displaced Workers by Age, Sex, 
and Ethnic Origin, January 1984 



Mge, &ex, race 


i oiai 

/in thni iconHcX* 

(in inouoanubj 






PorrontariD nnt in 
rclwcillayc IIUI III 

lahnr frtr^O" 
laUUI lUiv*o 


Total, 20 years and older . . 


5,091 


60.1 


25.5 


14.4 


20-24 years 


342 


70.4 


20.2 


9.4 




3,808 


64.9 


25.4 


9.6 


55-64 years 


748 


40.8 


31.8 


27.4 




191 


20.8 


12.1 


67.1 


Men: 










Total, 20 years and older 


3,328 


63.6 


27.1 


9.2 


20-24 years 


204 


72.2 


21.7 


6.1 




2,570 


68.2 


26.8 


5.0 




461 


43.6 


34.1 


22.3 


65 years and older 


92 


16.8 


12.9 


70.3 


Women: 










Total, 20 years and older 


1,763 


53.4 


22.5 


24.2 


20-24 years 


138 


67.8 


18.0 


14.2 




1,239 


58.0 


22.6 


19.4 


55-64 years 


287 


36.3 


28.0 


35.7 


65 years and older 


99 


24.6 


11.3 


64.1 


White: 










Total, 20 years and older 


4,397 


62.6 


23.4 


13.9 


u nat 


2,y m 


OO. 1 


do. 1 


Q Q 

0.0 


Women 


1,484 


55.8 


20.2 


24.1 


Black: 










Total, 20 years and older 


602 


41.8 


41.0 


17.1 




358 


43.9 


44.7 


11.4 




244 


38.8 


35.6 


25.6 


Hispanic origin: 










Total, 20 years and older 


282 


52.5 


33.7 


14.1 




189 


55.2 


35.5 


9.3 


Women 


93 


46.3 


30.0 


23.6 



^ata refer to persons with tenure of 3 or more years in one job, who lost or left that job between January 1979 and January 
1984 because of plant closings or moves, slack work, or the abolishment of their positions or shifts. 
^Workers may retire from the labor force because of voluntary choice, retirement, or discouragement. 
Note: Breakdown data on the ethnic groups will not sum to the corresponding totals because data for "other races" are not 

presented and Hlspanlcs may be Included In both white and black populations. Thus, Hlspanfcs may be counted more 

than once in the table. 

SOURCE: Paul O. Flalm and Ellen Sehgal, "Displaced Workers of 1979-83: How Well Have They Fared?" Monthly Labor Review, 
June 1985. 



1979 to 1983, since some of the job losses— 
especially those due to slack work— were prob- 
ably cyclical and temporary. Moreover, some 
workers displaced from their jobs found new 
ones quickly, with pay as good or better as on 
the old job. 

For many of the displaced workers, however, 
the consequences of job loss were painful and 
long lasting. Of the 5.1 million termed dis- 
placed by BLS, the 500,000 who had been 
unemployed for half a year or more in Janu- 
ary 1984 were clearly having difficulty adjust- 
ing to the job loss. It is uncertain how many 
of the 730,000 workers who dropped out of the 
labor force did so by choice, and how many 
stopped looking for work out of discourage- 
ment or retired earlier than they wished. Of 



approximately 2 million former full-time wage 
and salary earners who reported their pay on 
the jobs they lost and on new jobs they held 
in January 1984, 941,000 (46 percent) had taken 
pay cuts— in the case of 621,000 of these work- 
ers, large cuts of 20 percent or more. In addi- 
tion, many former full-time workers (357,000 
out of 2.8 million reporting, or 13 percent) took 
part-time jobs and thus had a drop in their earn- 
ings. The figures are not additive, because they 
are based on different numbers of respondents, 
but it appears that at least half the workers who 
were reemployed earned less income on the 
new job than the old— and this takes no account 
of the effects of inflation. 

Another analysis of the survey results, done 
for the Bureau of International Labor Affairs 
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of the Department of Labor, excluded displaced 
workers over 61 years old but included all 
others, regardless of tenure on the old job. Pre- 
liminary findings from this analysis were that 
29 percent of the blue-collar workers displaced 
over the 5 years were unemployed as of Janu- 
ary 1984 and 10 percent were out of the labor 
force; for white-collar and service workers, 20 
percent were unemployed and 12 percent were 
out of the labor force. The average drop in 
earnings of those reemployed, adjusted for 
inflation, was 15 percent for blue-collar work- 
ers and 12 percent for white-collar and service 
workers. 5 

Another way at looking at the dimensions of 
displacement is to consider the flow of dis- 
placed workers over time. As figure 3-1 indi- 
cates, the number of displaced workers rose 
every year from 1979 through 1983. Of 11.5 
million workers losing jobs over the 5 years, 
1.2 million lost their jobs in 1979, and 3.3 
million lost jobs in 1983. Possibly, the losses 
in the earlier years are understated; respond- 
ents tend to forget events that occurred in the 
more distant past, so that workers surveyed in 
1984 may have failed to recall some job losses 
that happened in the earlier years. 7 In addition, 
some of the losses in the later years were no 
doubt due to the severe recession that began 
to lift only in 1983, especially late that year. It 
is not always possible, however, to distinguish 
cleanly between cyclical and structural loss of 
jobs, particularly when two recessions follow 
back to back, as in 1980 and from mid-1981 
through part of 1983. The effects on workers 
of prolonged unemployment are much the 
same, whether analysts eventually conclude 



Figure 3-1.— Number of Workers Displaced, 1979-83 

3.4 



•Information provided by U.S. Department of Labor, Bureau 
of International Labor Affairs, from a prelim lary draft report, 
Michael Podgursky and Paul Swain, "Labor Market Adjustment 
and Job Displacement: Evidence From the January, 1984 Dis- 
placed Worker Survey," August 1985. This study analyzed re- 
sults of the BLS survey for all workers aged 20 to 61 who were 
displaced from 1979 to 1983 due to plant closings, abolition of 
a position or shift, or slack work, regardless of tenure on the 
job. The analysis covered 9.5 million workers, considering 
separately 5.8 million blue-collar workers and 3.8 million white- 
collar and service workers, 

7 Paul Flaim, Chief, Division of Data Development and Users' 
Services, Bureau of Labor Statistics, letter to Julie F. Gorte, 
Project Director, Office of Technology Assessment, Aug. 30, 
1985. 




II Based on 11 * 5 million displaced workers 

□ Based on 5.1 million displaced workers who lost jobs they had 
held for 3 years 

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, unpublished data 
from January iC84 survey of displaced workers. 

that the unemployment was cyclical or struc- 
tural. The worker in any case has to find 
another job, 8 

According to the BLS survey, displacement 
hit some groups of workers, some industries, 
and some regions harder than others. Younger 
workers fared better than older ones in finding 
new jobs, men did better than women, whites 
did better than Hispanics and much better than 
blacks (table 3-1). Although unemployment 

•For analysis and discussion of this point, see Lynn E. Browne, 
"Structural Change and Dislocated Workers," New England Eco- 
nomic Review, January/February 1985. 
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rates for women were lower than for men (23 
v. 27 percent), reemployment of women was 
much lower (53 v. 64 percent); many women, 
nearly one-quarter of those displaced, dropped 
out of the labor force. 

The more skilled or professional a worker, 
the less likely he or she is to lose a job, and the 
more likely to find a new job after displacement. 
Production workers— skilled, semiskilled, and 
unskilled— lost jobs in far greater proportion 
to their numbers than managers, professionals, 
and technicians (figure 3-2). Moreover, 75 per- 
cent of managers and professionals who lost 
jobs landed on their feet, with only 17 percent 
still unemployed in January 1984 (table 3-2). 
two-thirds of technicians and salesworkers 
found jobs, as did more than 60 percent of 
skilled blue^collar workers. Among the 1.8 
million less skilled workers, including machine 
operators, assemblers, and laborers, only 55 
percent had jobs, and 32 percent were un- 



employed. Among clerical workers, who are 
largely female, 54 percent were employed, 26 
percent were unemployed, and 20 percent 
were out of the labor force. Service workers, 
also predominantly female, showed a similar 
employment pattern. 

Manufacturing workers experienced job 
losses far out of proportion to their numbers— 
2.5 million, nearly half of all the workers dis- 
placed, lost manufacturing jobs (table 3-3). This 
contrasts with the 20 percent share of manu- 
facturing jobs in total private nonagricultural 
employment. Within manufacturing, the job 
losses were skewed to durable goods, with the 
biggest losses occurring in nonelectrical ma- 
chinery (3d6,000), automobiles (224,000), and 
primary metals (219,000), mostly steel. The 
worst reemployment record was in primary 
metals; only 46 percent in this group had found 
jobs by January 19£S while 39 percent re- 
mained unemployed. In the nondurable goods 



Figure 3-2.— Percentage of Displaced Workers and Percentage of Labor Force, by Occupation 

25 r 




" ^a&Pl?^ o f ^ r , BLS fmp/oym#of and Earnings. January 1965. and Paul 0. Plalm and Elian SahQal. "DUplacad Worker* of 
197*83- How Wall Have Thay Farad?" Monthly Labor Rtvfow, Juna 1965, p. 7. wunw» oi 
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Table 3*2.— Employment Status of Displaced Workers by Occupation of Lost Job, January 1984 



Occupation of lost job 


Total 
(in thousands) 8 


Percentage 
employed 


Percentage 
unemployed 


Percentage not in 
labor force b 




5,091 


60.1 


25.5 


14.4 


Managerial and professional 


703 


74.7 


16.6 


8.8 


Tpchninal «»alo«; anH aHmlntctratli/o cimnnrt 


1 162 


fiO fi 




1ft "3 


Toi^h nlf*lan«i anH rolatoH Qimnnrt 


122 


fi7 Q 

Of ,»3 




fi ft 


AaIp^ orrunatinn*> 


*tOO 


66.7 




1fl 7 




572 


54.1 


25.5 


20.5 


Precision production, craft, and repair. . 


1,042 


61.6 


26.1 


12.3 




261 


61.3 


2&3 


9A 




315 


63.2 


23.8 


13.0 




467 


60.8 


25.8 


13.4 




1,823 


54.6 


31.6 


13.7 




1,144 


56.0 


27.5 


15.6 




324 


63.8 


28.7 


7.5 


Handlers, equipment cleaners, helpers, and laborers . 


355 


41.3 


47.6 


10.6 




275 


51 .0 


24.1 


24.9 




68 


b 


b 


b 



*D*ta refer to parsons with tenure cf 3 or more years In one Job. who lost or let: that Job between January 1979 and January 1984 because of Plant closings or moves, 
slack work, or the abolishment of their positions or shifts. 
b Data not shown where base is less than 75.000. 

SOURCE: Paul 0. Ffaim and Ellen Sehgal. "Displaced Workers of 1979-83: How Well Have They Fared?" Monthly Labor Ftevlew, June 1985. 



sector, 212,000 textile and apparel workers lost 
their jobs, as did 175,000 workers in food and 
kindred products. In all manufacturing, about 
59 percent of the displaced workers were re- 
employed, while 27 percent remained out of 
work. 

The hardest hit geographical area, both in 
absolute numbers of displaced workers and in 
their relation to the size of the area labor force, 
was the East North Central region— the States 
of Ohio, Indiana, Michigan, Illinois, and Wis- 
consin (figures 3-3 and 3-4 and table 3-4). In this 
region, 1.2 million workers were displaced, and 
only half were reemployed by January 1984; 
189,000 (16 percent of the total number dis- 
placed in the region and 47 percent of those 
unemployed) had been out of work for more 
than half a year. In the Middle Atlantic region 



—New York, New Jersey, and Pennsylvania— 
nearly 800,000 workers wtre laid off, but the 
proportion of the work force affecter* was 
smaller, and the reemployment record better. 
A less publicized area with more tb^P its share 
of displaced workers was the East South Cen- 
tral region— Alabama, Mississippi, Kentucky, 
and Tennessee, The number of workers dis- 
placed here (378,000) was smaller than in the 
othei two areas, but unemployment was per- 
sistent; 15 percent of the displaced workers 
(over half of those still unemployed in 1984) 
had been jobless for 27 weeks or more. This 
was nearly as high a rate of persistent unem- 
ployment as in thd East North Central region. 

Altogether, the survey indicates that dis- 
placement was a substantial and enduring 
problem from 1979 to 1984. 



PERSONAL COSTS OF DISPLACEMENT 



Unemployment 

Prolonged unemployment is the most obvious 
of the personal costs borne by displaced work- 
ers. These people typically remain out of work 
much longer than other unemployed workers- 
long enough for many to run out of unemploy- 



ment insurance and to suffer serious losses in 
family income. 

Of the 5.1 million adult workers displaced 
between 1979 and 1984, 43 percent (2.2 million) 
were without work for a total of at least 27 
weeks during the 5 years (the weeks without 
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Table 3-3.— Employment Status of Displaced Workers by Industry of Lost Job, January 1984 



Industry of lost job 



Total, 20 years and older 

Nonagrlcultural private wage and salary workers 

Mining 

Construction 

Manufacturing 

Durable goods 

Lumber and wood products 

Furniture and fixtures 

Stone, clay, and glass — 

Primary metal industries 

Fabricated motal products 

Machinery, except electrical 

Electrical machinery 

Transportation equipment 

Automobiles 

Other transportation equipment 

Other durable goods 

Nondurable goods 

Food and kindred products 

Textile mill products 

Apparel and other finished textile 

Paper and allied products 

Printing and publishing 

Chemical and allied products 

Rubber and miscellaneous plastics 

Other 

Transportation and public utilities 

Wholesale and retail trade 

Wholesale trade 

Retail trade 

Finance, insurance, and real estate 

Services 

Agricultural wage and salary workers 

Government workers 

JX^T.S ,0b be,WMn ^ 1979 and ^^,984 because of^tcosmo, or mo » M . 

D Datt net shown where bese Is less than 75,000. 

SOURCE: Paul 0. Flalm and Ellen Sehgal, -Displaced Workers of 1979-83: How Well Have They Fared?" Monthly Labor Review, June 1985. 



Total 


Percentage 


Percentage 


Percer^ge not 


thousands)* 


employed 


unemployed 


labor force* 


5,091 


60.1 


25.5 


14.4 


4,700 


59.8 


25.8 


14.4 




oU.4 


31 .U 


8.6 


401 


55.0 


30.7 


14.3 


2,483 


58.5 


27.4 


14.1 


1,675 


58.2 


28.9 


19 Q 


81 


67 9 


19 1 


11 n 


65 


b 


b 


b 


75 


47.5 


30.5 


220 


219 


45.7 


38.7 


15.6 


173 


62.0 


32.2 


5 8 


396 


62.3 




10 1 


195 


4&2 


34.5 


17.3 


354 


62.6 


26.0 


11.4 


224 


62.9 


24.0 


11 1 


130 


62.1 


29.4 


85 


116 


b 


b 


b 


808 


59.1 


24.2 


16.7 


17*; 

I/O 


52.5 


32.6 


15.0 


on 
OU 


oy.o 


26.2 


13.9 


132 


63 0 




'JO Q 


60 


b 


b 


b 


103 


58.0 


22.9 


19.1 


110 


64.0 


27.3 


8.7 


100 


62 8 


1ft 1 


lO.O 


49 


b 


b 


b 


336 


57.9 


26.8 


15.3 


732 


61.4 


21.6 


16.9 


234 


69.6 


22.0 


8.4 


498 


57.6 


21.5 


20.9 


93 


78.5 


12.4 


9.1 


506 


65.0 


20.5 


14.5 


100 


69.9 


22.9 


7.2 


248 


63.3 


18.7 


18.0 



work were not necessarily continuous). Nearly 
one-quarter of the workers (1.2 million) were 
without work for a year or more, and the 
median weeks without work was 24.1 weeks 
(table 3-5)> Of the 3.5 million displaced work- 



•The numbers in tables 3-4 and 3*5 are not comparable. Table 
3-4 refers to displaced workers who were unemployed in Janu- 
ary 1984, and had been continuously unemployed for 5 weeks 
or less, or 27 weeks or more, at that time. Table 3-5 refers to 
the total weeks without work experienced by displaced work- 
ers between 1979 and 1984, not necessarily continuously. Also, 
the terms "unemployed" and "without work" are not synon- 
ymous, because the latter might include a period of joblessness 
when workers were not looking for work, and so would be de- 
fined as out of the labor force, not unemployed. 



ers who received unemployment insurance, 
half exhausted their benefits. 

A score of studies of individual plant clos- 
ings done over the past quarter of a century 
supplement the information gathered in the 
BLS survey of displaced workers. Wilcock and 
Franke followed more than 2,600 workers in 
five cities after the shutdowns of four meat- 
packing plants and a laundry equipment man- 
ufacturing plant in 1959 and I960. 10 A year 



"Richard C Wilcock and W.H. Franke, Unwanted Workers: 
Permanent Layoffs and Long-Term Unemployment (New York: 
Glencoe Free Press, 1963). 
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Figure 3-3-— Regional Divisions of the United States 




after the layoffs, unemployment amons these 
displaced workers ranged from 22 to 65 per* 
cent, largely depending on the state of the local 
economy* Eut even in the most prosperous of 
the cities sampled— Peoria, Illinois, where the 
community-wide unemployment rate was below 
2 percent shortly after the plant closing and 
was still only 3.8 percent 1 year later— 22 per- 
cent of the displaced workers were out of work 
a year after the layoffs* In every one of the five 
cities, the unemployment rate tor displaced 
workers was far higher than the overall local 
rate, from 6 times as high in Peoria to 12 and 
13 times as high in East St Louis, Illinois, and 
Oklahoma City. 



Other case studies underscore the point that 
displaced workers experience unusual and pro- 
longed unemployment Two years after the 
1956 shutdown of the Packard automobile 
manufacturing company, which displaced 
4,000 workers, Aiken, Ferman, and Sheppard 
questioned a representative sample of 260 ex- 
Packard workers. 11 Only 45 percent had jobs. 
Another 32 percent had found work at some 
time during the 2 years, but were currently 



"Michael Aiken, Louis A. Ferman, and Harold L. Sheppard, 
Economic Failure, Alienation, and Extremism (Ann Arbor: MI 
University of Michigan Press, 1968). These figures apply to white 
workers; 45 black workers in the Packard closing were surveyed 
separately. 
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Figure 3-4.— Percentage of Labor Force end Percentage of Displaced Workers, 

by Region, 1984 
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SOURCE: US. Daptrtmant of Labor. Bureau of Labor Statutes, and unpubHshad data; and US Oapartmant of Labor. Bureau 
of Labor Statistics, Employment and BfTtlnQS, various tssuas. 



unemployed. (With no seniority in their new 
jobs, they were the first to be laid off.) Twenty- 
three percent had not yet found any job. At the 
time of the survey, the auto industry was de- 
pressed, and Michigan's unemployment rate 
was 13.5 percent. The ex-Packard workers' 
unemployment rate was 55 percent. 12 

More recently, Aronson and MacKersie 
tracked workers who were displaced when 
three large companies (Westinghouse, Brock- 
way Motors and GAF) closed plants in New 
York State in 1976 and 1977, laying off a total 
of 2,800 workers. 13 Over one-fifth of the work- 
ers sampled remained without jobs for a year 



"Ibid., p. 31 ff. 

"Robert Aronson and Robert MacKersie, Economic Conse- 
quences ofPiant Shutdowns in New York State (Ithaca, NY: New 
York State School of Industrial and Labor Relations, Cornell 
University, 1980), pp. 11-12. 



or more, while local unemployment rates were 
between 6 and 8 percent. 14 

Hansen and Bentley reported on the closing 
of four sugar beet processing plants in Utah, 
Idaho, and Washington in 1979, in which ap- 
proximately 3,000 workers were laid off. 1 * 
Surveying the displaced workers 1 to V/x years 
after the shutdowns, these authors found un- 
employment ranging from 19 to 42 percent at 
the various sites. Overall, at the four sites 27 
percent of the former sugar plant workers were 



'♦The reported unemployment rate for these displaced work* 
ers was higher: 31 percent for 1 year or longer after the layoffs. 
However, the authors believe that this figure included some 
workers who were in lull-time training and should not have been 
reported as unemployed. Ibid., pp. 33-34. 

sl Gary B. Hansen and Marion T. Bentley, Mobilizing Commu- 
nity Resources to Cope With Plant Shutdowns: A Demonstra- 
tion Project (Logan, UT: Business and Economic Development 
Series. Utah State University, 1981). 
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Table 3-4.— Employment Status and Area o! Residence in January 1984 of Displaced Workers* (in thousands) 



Reglon&j totals (in thousands) 







Now 


Middle 


East North West North 


South 


East South West South 






Characteristic 


Total 


England 


Atlantic 


Central 


Central 


Atlantic 


Central 


Central 


Mountain 


Pacific 




5,091 


260 


794 


1,206 


42G 


664 


378 


484 


?11 


667 


Employment status in 






















January 1984: 
























3,058 


171 


428 


621 


276 


461 


209 


344 


148 


399 




1,299 


48 


225 


400 


96 


117 


113 


85 


33 


181 


Period of unemployment, 






















percentage of unemployed 






















workers: 






















Less than 5 weeks — 


22 


b 


24 


21 


13 


29 


17 


25 


b 


18 




39 


b 


37 


47 


48 


26 


52 


30 


b 


?8 


Not in labor force 


733 


41 


141 


185 


54 


85 


56 


55 


30 


86 



•Data rafar to parsons with tenure of 3 or mora years in one job. who tost or left that Job between January 1979 and January 1984 because of plant closings or moves, slack work, or the \boiishment of thair 
ooaltlons or shifts. 

b Deta not shown where base Is less thin 75.000 



SOURCE: Paul O. Flalm and Ellen Sehgal. -Displaced Workers of 1979-83: How Well Have They Fared?" Monthly Ubor Review. June 1965. 
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Tablo 3-5.— Displaced Workers, 1479*83: Weeks Without Work Since Job Loss (numbers in thousands) 

" Weeks without work since job loss 

Total* Less than 5 5-26 27-52 More than 52 Median number of weeks 

Total 5,091 1,173 1,619 983 1,211 24.1 

Men 3,328 766 1,115 644 732 21.8 

Women 1,763 407 504 339 479 263 

•Otta refer to persons with tenure of 3 or more years In one job, who lost or left that lob between January 1979 and January 1984 because of plant closings or moves, 
slack work, or the abolishment of their positions or shifts. 

SOURCE: Paul O. Flalm and Ellen Sehgal, "Displaced Workers of 1979-83: How Well Have They Fared?" Monthly Labor Review, June 1985. 



cut of work, 59 percent had jobs, and the rest 
had dropped out of the labor market. 

Hansen arid Bentley discovered that neither 
the local Employment Service nor anyone else 
in the four communities had accurate informa- 
tion about unemployment among displaced 
workers after the shutdowns. Some community 
leaders greatly underestimated it. Nor were 
they informed about other problems the work- 
ers faced. "This lack of reliable data hindered 
[community] responses . . . and left unanswered 
the pervasive and factually untrue assertions 
that there were no problems of unemployment 
or other needs." 

Lower Pay 

A second major cost of displacement is that 
many workers who are reemployed take worse 
jobs, at lower pay and lower status, than they 
had in their old jobs. For example, after the 
shutdowns of the meatpacking and laundry 
equipment plants in 1959 and 1960, displaced 
workers who found jobs settled for pay that 
averaged 9 to 41 percent less (depending on the 
city) than the pay in their old jobs. 16 Similarly, 
Dorsey's study of workers displaced in 1961 by 
a Mack truck plant closing in Plainfield, New 
Jersey, showed a 40-percent drop in the wages 
of reemployed workers. 17 

The BLS survey of displaced workers indi- 
cated rather more moderate losses of earnings 
(see the earlier discussion and table 3-6). As 
noted above, the analysis of the BLS survey re- 
sults sponsored by the Labor Department's Bu- 

"Wilcock and Franke, op. cit., p. 144. 

"John W. Dorsey, "The Mack Truck Case: A Study in Unenv 
ployment," Studies in the Economics of Income Maintenance t 
Otto Eckstein (ed.) (Washington, DC: The Brookings Institution, 
1967), pp. 202-203. 



reau of International Labor Affairs (ILAB) 
adjusted reemployment earnings for inflation, 
and found average declines of 12 percent for 
white-collar and service workers and over 15 
percent for blue-collar workers. 18 This analysis 
covered only former full-time workers who 
found new full-time jobs and reported their 
earnings on both the old and new jobs. It did 
not take into account earnings losses of former 
full-time workers who were reemployed in 
part-time jobs. 

The occupational group that suffered the 
greatest losses in earnings were blue-collar 
semiskilled and unskilled workers, including 
machine operators, assemblers, and laborers. 
In this group, 37 percent took pay cuts of 20 
percent or more (not adjusted for inflation), 
compared with 26 percent of managers and 
professionals and 30 percent of workers in all 
occupations (table 3-6). The ILAB study, show- 
ing average reemployment earnings for occu- 
pational groups adjusted for inflation, found 
that professionals had only a 3-percent drop in 
earnings, while the decline for managers was 
much greatei^l6 percent. This compares with 
18-percent declines in average earnings of 
unskilled and semiskilled blue-collar operatives 
and laborers, but only 10 percent for skilled 
blue-collar craft workers. 

By industry, workers displaced from durable 
goods manufacturing jobs, which are generally 
well paid, had the steepest drop in earnings. 
As table 3-7 shows, the 980,000 workers who 
formerly worked in durable goods industries, 
were then displaced, and afterward found new 
jobs, reported a drop in median earnings from 



"In formation from a preliminary draft report of the results 
(Podgursky and Swain, op. cit.) was provided to OTA by the U.S. 
Department of Labor, Bureau of International Labor Affairs. 
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Table 3-6.— Earnings of Displaced Workers Holding Full-Time Wage and Salary Jobs in January 1984, 
Jobs Lost and Replacement Jobs, by Occupation* (numbers in thousands) 

[ Earnings on replacement Job relative to earnings on Job lost 

20 percent or more Below but within 20 Equal or within 20 20 percent or more 

Total below percent percent above above 

[Occupation of lost Job reporting Numb6r percentage Number Percentage Number Percentage Number Percentag e 

? T6taI who lost full-time wage and salary jobs b . . 2,045 621 30 320 16 571 28 533 26 

Managerial and professional 342 90 26 45 13 102 30 105 31 

^Technical, sales, and administrative support 427 106 25 65 15 120 28 136 32 

Technicians and related support 57 18 32 6 10 15 26 18 32 

Sales occupations 177 42 24 27 15 43 24 65 37 

j Administrative support, including clerical 192 45 23 32 17 62 32 53 28 

^Service occupations 64 17 27 13 20 18 28 ,16 25 

Precision production, craft, and repair 470 136 28 82 17 139 30 113 24 

: Mechanics and repairers 122 33 27 23 19 38 31 28 23 

Construction trades 136 33 24 21 15 50 37 32 24 

L 0ther 212 7 0 33 38 18 51 24 53 25 

^Operators, fabricators, and laborers 722 267 37 112 16 187 26 156 22 

* Machine operators, assemblers, and 

inspectors 470 164 35 76 16 125 27 106 23 

Transportation and material moving 

occupations 147 55 37 24 16 38 26 30 20 

Handlers, equipment cleaners, helpers, and 

laborers 106 49 46 13 12 24 23 20 19 

Farming, forestry, and fishing 21 5 24 3 14 5 24 8 38 

^Ww$ r o?8hlf ts nS ^ tenUr * 01 3 ° f m ° fe ^ ,n J ° b ' Wh ° '° 9t ° f ,6ft that J ° b b6tween Januar V 1979 ™ d J*™** 1984 because of plant closings or moves, slack work, or the abolishment of their 
includes former fulUlme workers, who lost Jobs they had held for at least 3 years, who were reemployed In a full-time wage or salary Job, and who reported earnings both on the old and new jobs. 
SOURCE: Paul O. Flalm and Ellen Sehgal, "Displaced workers of 1979-83: How Well Have They Fared?" Monthly Labor Review, June 1985. 
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Table 37.— Reemployed Displaced Workers, by Selected Industry of Lost Jobs, and 
Weekly Earnings on Lost Job and Job Held in January 1984 s 



Median weekly earnings 
Reemployed workers 



Industry of lost jobs 


(in thousands) 


Lost job 


Job held in January 1984 




980 


$344 


$273 


Primary metals 


100 


407 


246 


Transportation equipment . 


222 


399 


319 




493 


264 


254 


Textile mill products 


48 


181 


187 


Apparel and other finished 








textile products 


83 


202 


197 



a Data refer to persons with tenure of 3 or more years in one job, who lost or left that Job between January 1979 and January 
1984 because of plant closinQS or moves, slack work, or the abolishment of their positions or shifts. 

SOURCE: Paul O. Flalm and Ellen SehflaJ, •'Displaced Workers of 197943: How Well Have They Fared?" Monthly Labor Review. 
June 1985. 



$344 per week on the old job to $273 per week 
on the new one* By contrast, the much lower 
median weekly earnings of textile mill work- 
ers did not decline after displacement but rose 
slightly from $181 to $187 per week. (These 
wages are in current dollars, without adjust- 
ment for inflation.) 

Many displaced workers who eventually find 
new jobs at wages equal to their former wages 
still lose earnings over time, because they 
would have received pay raises as well as 
adjustments for inflation if they had been able 
to keep their old jobs* Two large studies of 
thousands of displaced factory workers in the 
1960s and early 1970s compared the earnings 
of these workers with earnings of workers who 
kept their jobs in the same industries* Both 
studies found substantial losses for the dis- 
placed workers in the first 2 years after layoff* 

Holen, Jehn, and Trost, studying 9,479 work- 
ers from 42 plants that closed between 1969 
and 1972, found that male workers in nine 
industries lost, on the average, 24 percent of 
expected earnings the first year after the plant 
closed, and 14 percent the second year* 19 The 
average losses for women were 27 percent the 
first year and 11 percent the second* First-year 
losses for some large groups of workers (female 
workers in textiles and weaving, men's cloth- 
ing* and radio and television manufacturing) 
were nearly 40 percent. 

"Arlene Holen, Christopher Jehn, and Robert P. Trost, Earn- 
ings Losses of Workers Displaced by Plant Closings (Alexandria 
VA: The Public Research Institute, 1981). 



After the second year, this study found that 
the earnings gap between the victims of plant 
closings and workers who kept their jobs 
dwindled rapidly; by the third or fourth year 
the losses for displaced workers were small or 
negligible* In fact, the average earnings of 
displaced women workers had surpassed those 
of the comparison group by the fourth year* 
The study concluded that the earnings losses 
for workers displaced in plant closings are not 
permanent, but can be large* In each of the first 
2 years after the plant closings, earnings losses 
were at least as high as 20 percent for displaced 
women workers in four of the nine industries* 
and for men in three* 

Jacobson's earlier study found rather more 
persistent earnings losses for displaced work- 
ers* 20 This study looked at the earnings experi- 
ence of 1,024 prime-age male workers who lost 
jobs (not necessarily due to plant closings) 
between 1962 and 1966 in 11 diverse manufac- 
turing industries* The job losers' earnings were 
compared with those of similar workers in the 
same industries who kept their jobs* Two years 
after layoff, the average displaced worker in 
all 11 industries had lost earnings* with losses 
ranging from 1 percent in television receiver 
manufacturing to 47 percent in steelmaking* 



"Louis S. Jacobson, "Earnings Losses of Workers Displaced 
From Manufacturing Industries/' in U.S. Department of Labor, 
The Impact of International Trade and Investment on Employ- 
ment (Washington, DC: U.S. Government Printing Office, 1978); 
Louis Jacobson and Janet Thomason, Earnings Loss Due to Dis- 
placement, report prepared for the U.S. Department of Labor 
(Alexandria, VA: The Public Research Institute, 1979). 
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Six years afterward, several groups of work- 
ers had not yet recouped. Automobile, steel, 
meatpacking, aerospace, and petroleum refin- 
ing workers still had average earnings losses 
of 12 to 18 percent. Generally, the losses were 
greatest in better paying, strongly unionized 
industries. But even workers displaced from 
lower wage industries such as women's cloth- 
ing, electronics, and shoes, had only pulled 
about even. Workers displaced from two indus- 
tries that faced strong foreign competition in 
the 1970s (television receiver manufacturing 
and cotton weaving) were substantially better 
off after 6 years than the workers in the com- 
parison group. 

Why the two studies had different findings 
on the persistence of earnings loss is not en- 
tirely clear. Possibly, the greater prosperity of 
the mid-1960s had the paradoxical effect of 
exaggerating the earnings losses of the dis- 
placed workers that Jacobson studied. Those 
who kept their jobs made large wage gains 
relative to the job losers, whose worklives were 
interrupted. In the less prosperous 1970s, the 
job keepers did not do much better than the job 
losers, except for the first year or two. Both 
studies did find substantial losses for most 
displaced workers in the first 2 years and higher 
losses in high-wage unionized industries. 

The Congressional Budget Office (CBO) 
found that displaced workers generally experi- 
ence long-term wage losses, and the greater 
their seniority in the old job, the greater their 
loss. 21 CBO estimated that, 2 to 6 years after 
displacement, workers with less than 10 years 
tenure on their old jobs were earning 91 per- 
cent of the wages they would have made had 
they not been displaced; workers with 10 to 20 
years tenure were earning 81 percent; and 
those with 20 years or more tenure were earn- 
ing 75 percent. 



"U.S. Congress, Congressional Budget Office, Dislocated 
Workers: Issues and Federal Options (Washington: CBO, 1982), 
pp. 13, 17-18. CBO staff calculated the wa£ i losses based on un- 
published results of a survey of 916 displaced workers in 13 
States, from New England to California, in a variety of indus- 
tries. The survey was conducted by the Institute for Policy Re- 
search and Evaluation of Pennsylvania State University in 1975. 



For most displaced workers, the first few 
months of job loss are cushioned by unemploy- 
ment insurance; some also get supplementary 
unemployment benefits or severance pay from 
their former employers, and some receive 
special government aid such as Trade Adjust- 
ment Assistance (TAA). Despite these cush- 
ions, the combined effects of unemployment 
(often protracted unemployment) and lower 
wages after reemployment depress the incomes 
of displaced workers significantly. Rosen's 
recent study of blue-collar women workers laid 
off from the clothing and electrical goods 
industries in New England supports this con- 
clusion. Even with a combination of unemploy- 
ment insurance, TAA benefits, and reemploy- 
ment within a few months, the average worker 
lost 20 percent of her annual earnings in the 
year following job loss. 22 The Aronson-MacKersie 
study of displaced workers in New York State 
disclosed a similar (18-percent) drop in family 
income. 23 

Loss of Benefits 

Loss of benefits is another serious economic 
burden for the displaced worker. Older work- 
ers' seniority is wiped out, which often means 
loss of protection against future layoffs. Health 
benefits usually stop; individual replacement 
policies may cost more than twice as much. 
Pension benefits suffer. 

To many displaced workers, the loss of health 
benefits is a most urgent concern. Of the 5.1 
million adult workers displaced from 1979 to 
1983, 4 million— 78 percent— were covered by 
group health insurance on their old jobs. By 
January 1984, only 65 percent were covered 
under any plan, group or individual. Of those 
who were unemployed, 60 percent had no cov- 
erage, and 40 percent of those out of the labor 
force were not covered. Among black unem- 
ployed workers who were previously covered, 
75 percent had no coverage at the time of the 



"Ellen I. Rosen, Hobson's Choice: Employment and Unem- 
ployment Among ''Blue Collar" Women Workers in New Eng- 
land, report prepared for the U.S. Department of Labor, Employ- 
ment and Training Administration (Boston, MA: Social Welfare 
Research Institute, Boston College, 1982), pp. 133-134. 

"Aronson and McKersie, op. cit., p. 51. 
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survey. The ILAB-sponsored analysis of the 
same survey examined losses of group health 
insurance coverage. This study found that 70 
percent of blue-collar workers had group cov- 
erage on their old jobs; of those previously cov- 
ered by group insurance, 42 percent had lost 
it. Of white-collar and service workers, 67 
percent formerly had group coverage, and 30 
percent of them had lost it. 24 

Pension rights of displaced workers now 
have some protection by law, but are by no 
means completely secure. Before 1974, when 
the Federal Government began to regulate pri- 
vate pension plans under the Employment 
Retirement Income Security Act (ERISA), dis- 
placed workers could lose all their pension 
rights when a company closed its doors. This 
happened to the workers displaced in the 
Packard shutdown in 1956, and to most of the 
Massachusetts shoe workers displaced by shut- 
downs in the early 1970s. 25 Even under ERISA, 
however, workers are still likely to lose impor- 
tant pension benefits in a plant closing. Most 
workers cannot pick up their same pension 
plans in new jobs; portable pensions that follow 
the individual worker are rare, and multi- 
employer pension plans cover less than one- 
quarter of all participants in private plans. 
Unless displaced workers are able to continue 
in their same plans on new jobs, they cannot 
continue to add years of service as a base for 
higher retirement pay. They also lose credit for 
their years of service before 1974, when ERISA 
took effect. Younger workers who were on 
their way to eligibility for pensions (after a 
vesting period, generally 5 to 10 years) may 
have to go back to zero. 26 



"Information provided by U.S. Department of Labor, Bureau 
of International Labor Affairs, from Podgursky and Swain, op. 
cit. 

"Barry Bluestone and Bennet Harrison, The Deindustrializa- 
tion of America (New York: Basic Books, 1982), p. 58. 

"U.S. Congress, Congressional Budget Office, Work and 
Retirement: Options for Continued Employment of Older Work* 
ers (Washington, DC: CBO, 1982); and U.S. Department of La- 
bor, Labor-Management Services Administration, What You 
Should Know About the Pension and Welfare Law (Washing- 
ton, DC: U.S. Department of Labor, 1978). 



Early Retirement 

The older displaced worker who has the 
option of early retirement is better off than one 
who remains out of work for months or who 
has no choice but to take a substantial pay cut 
to get another job. Many unions have bar- 
gained for early retirement as a benefit for 
older workers who are permanently laid off* 
Yet, for older people who are still vigorous and 
eager to work at full pay, pensioning off may 
be only half a loaf. 

In general, for most people, retirement is 
apparently a positive experience. Parnes and 
his associates followed a nationally represent- 
ative sample of men for 15 years, from 1966 
to 1981, as the men passed from middle age 
into old age. 27 Three-fourths of those who had 
retired said that retirement met or exceeded ; 
their expectations; 70 percent said they would 
retire at the same age if they had it to do over 
again* The great majority also reported they ; 
were able to get by on their retirement incomes* 
Typically, family income was three-fifths of 
what it had been the last year before retire- 
ment. The major exception to the general ex- 
perience of economic and psychological satis- 
faction with retirement was seen among men 
who had retired early because of ill health. 

Despite the number and richness of studies 
of retirement in general, data on early retire- 
ment after displacement are scanty. Most people, 
except those in ill health, retire by choice* 
Whether those who retire involuntarily because 
their jobs have disappeared are as satisfied as 
the general run of retirees, or whether they 
share the dissatisfactions of those who retired 
early due to ill health, is not known. 

Relocation 

Ordinarily, no more than 10 percent of dis- 
placed blue-collar workers move to new com- 
munities in search of other jobs. Americans 
may be mobile compared with the citizens of 
other industrial democracies, but it is easy to 



"Herbert S. Parnes, et al., Retirement Among American Men t 
report to the U.S. Department of Labor, Employment and Train- 
ing Administration (Columbus, OH: Ohio State University, Cen- 
ter for Human Resource Research, 1984). 
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exaggerate this characteristic. In a recent 5- 
year period, 47 percent of American house- 
holds moved, compared with 33 percent in Ja- 
pan and 38 percent in the United Kingdom, but 
a relatively small number of people who moved 
frequently accounted for a large proportion of 
the moves in the United States. Furthermore, 
half the moves took place within local areas; 
only 20 percent were across a State line. 26 

The leaving of friends, family, and commu- 
nity are serious social and psychological costs 
of moving for many workers. The financial 
costs can be substantial as well— e.g., selling 
a house at a loss in a depressed area, finding 
affordable housing in a more prosperous *mt 
more expensive area, and, increasingly in re- 
cent years, giving up a spouse's job in a two- 
iriccrae family. Social research on why families 
move suggests that most people prefer to stay 
where they are. If they move, it is usually be- 
cause they are pushed out by unfavorable eco- 
nomic conditions, not because they are lured 
out by the promise of better jobs elsewhere. 29 

Of the displaced workers surveyed in 1984, 
13.5 percent reported that they had moved to 
a different city or county to look for work or 
take a different job. 30 Nearly one-quarter of 
those surveyed were managerial, professional, 
or sales workers— groups which are ordinarily 
more inclined to relocate than service or blue- 
collar workers. Under special circumstances, 
such as a guaranteed job with the same com- 
pany at the other end, the number of blue-collar 
workers deciding to relocate may rise substan- 
tially, to 20 percent or more (see chapter 6). 

Mental and Physical Stress 

The economic stresses of displacement take 
a toll in mental and physical health. A family 
with its savings wiped out after a long spell of 
unemployment and with no earnings coming 
in is extremely vulnerable to stress-related ill- 



"Marc Bendick, "Worker Mobility in Response to a Plant Clo- 
sure/' Managing plant Closings and Occupational Readjustment: 
An Employer's Guidebook, Richard P. Swigart (ed.) (Washing- 
ton, DC: National Center on Occupational Readjustment, Inc., 
1984), p. 40. 

"Bluestone and Harrison, op. cit.. pp. 102-104. 

M Flaim and Sehgal, op. cit., p. 11. 



ness. Typical of prolonged unemployment are 
increases in anxiety, depression, physical ail- 
ments, alcoholism, and family strife. 

One of the Cleveland steelworkers dismissed 
when U.S. Steel closed plants in 1984 was 
acutely aware of the emotional strains ahead. 
As soon as he got news of the plant closing, 
he said, "I sat down with my wife and told her 
I'm going to apologize in advance for the next 
year. In a year I could be like too many of my 
laid-off friends, single and going to AA meet- 
ings every night." 31 

Cobb and Kasl found physical evidence of 
stress in medical examinations of 100 blue- 
collar workers displaced in two plant closings 
in the 1960s. 32 The displaced workers, com- 
pared with 74 controls, had an increased in- 
cidence of ulcers, hypertension, and arthritis. 
Other findings were increased levels of choles- 
terol, blood sugar, and uric acid, suggesting 
increased risks of heart disease, diabetes, and 
gout. Two workers in the group committed 
suicide, and two others tried or threatened it. 
The authors observed that the suicide rate was 
30 times the national norm for blue-collar 
workers, although the study numbers were too 
small to be statistically significant. In followup 
studies, Cobb and Kasl found that many of the 
stress-related symptoms they observed dis- 
appeared rather quickly. Most of the workers 
found new jobs, similar in pay and status to 
their old jobs, without long delays; the average 
duration of unemployment was 15 weeks. The 
plant closings in this study occurred during the 
prosperous 1960s when unemployment rates 
were low. 

Brenner found a statistical relationship be- 
tween employment rates and various indica- 

"Margaret Engel, "Plant's Closing Exacts a Toll on Workers' 
Spirits," The Washington Post, Jan. 3, 1984; see also Earl Bohn, 
"Steel-Plant Closing Stuns Johnstown, PA," The Washington 
Post Jan. 3, 1984. 

"Sidney Cobb and Stanislas V. Kasl, "Some Medical Aspects 
of Unemployment," report prepared for the U.S. Department 
of Health, Education, and Welfare, National Institute for Oc- 
cupational Safety and Health, 1977; Jeanne Prial Gordus and 
Sean P. McAlinden, Economic Change, Physical Illness, Men- 
tal Illness, and Social Deviance, study prepared for U.S. Con- 
gress, Joint Economic Committee, Subcommittee on Economic 
Goals and Intergovernmental Policy, 98th Cong., 2d seas. (Wash- 
ington, DC: U.S. Government Printing Office, 1984). 
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tors of health and well-being. He reported that 
the 14.3-percent rise in unemployment between 
1973 and 1974 was associated with 45,936 
additional deaths, including 28,510 excess 
deaths from heart and vascular disease, 403 
homicides, 270 suicides, and 8,416 additional 
mental hospital admissions. 33 

The emotional costs of plant closings, though 
difficult to quantify, are among the more dis- 
tressing burdens borne by displaced workers. 
Some feel real bereavement. Not only is their 
livelihood gone, but the social center of their 
lives has vanished. When the Packard plant 
closed, half the displaced workers had been 
with the company for a quarter century or 
more. A 48-year-old machine operator who had 
started at the plant when he was 19 said: "I 
could have cried. It's like losing your home." 34 

"M. Harvey Brenner, Estimating the Effects of Economic 
Change on National Health and Social Well-Being, study pre- 
pared for the U.S. Congress, Joint Economic Committee, Sub- 
committee on Economic Goals and Intergovernmental Policy, 
98th Cong., 2d sess. (Washington, DC: U.S. Government Print- 
ing Office, 1984), p. 3. 

34 Aiken, et al., op. cit., p. 23. 



Thirty years later, textile workers in North 
Carolina felt the same way. When the Old Fort 
Finishing Company shut down in 1984, a 51- 
year-old veteran, who had worked in the plant 
since high school, said: "It hit us all like a light- 
ning bolt, or a death in the family." 35 

Wilcock and Franke, in their five-city study 
of plant closings, suggested that the psychologi- 
cal costs may be harder to bear even than eco- 
nomic hardship. 

Perhaps the most serious impact of shut- 
downs, particularly for the long-term unem- 
ployed, was a loss of confidence and a feeling 
of uneasiness . . . The unemployed worker 
loses his daily association with fellow work- 
ers. This loss means not only disappearance 
of human relationships built up over a period 
of years but also the end of a meaningful in- 
stitutional relationship. 36 



"Bill Pcttio^n, "Death of a Textile Plant," The Washington 
Post, Jan. 31, 1985. 
"Wilcock and Franke, op. cit., pp. 166, 185. 



THE WORKERS MOST AFFECTED 



The workers hardest hit by displacement are 
older workers, the less educated, the less skilled, 
minorities and, in many cases, women. In 
almost every survey and case study over the 
past 25 years, a very strong finding is the link 
between prolonged unemployment and age. 37 

Older Workers 

When the Mack truck plant in Plainfield, 
New Jersey, closed in 1961, laying off nearly 
3,000 production workers, age was found to be 
the most important factor in duration of un- 
employment. 38 A study of workers displaced 
by the 1964 shutdown of the Studebaker auto 
plant in South Bend, Indiana, showed the same 
effect; age was more strongly linked with un- 



"Jeanne P. Gordus, Paul Jarley, and Louis A. Ferman, Plant 
Closings and Economic Dislocation (Kalamazoo, MI: The Up- 
john Institute for Employment Research, 1981), p. 81. 

"Dorsey, op. cit., pp. 196-197. 



employment than race, education, skill, or any 
other factor examined. 39 

The Wilcock and Franke five-city study found 
that in each city the long-term unemployment 
rate (1 year or more out of work) was twice as 
high for workers 55 and over as for workers 
under 35. 40 The study of ex-Packard workers 
found that those over 60 averaged 15 months 
without work, compared to 7 months for those 
under 50. 41 In a typical comment, one of the 
Packard workers said: "I went to fifteen places 
for work. All they want is a young man. My 
record at Packard didn't mean a thing." 42 



M J. John Palen and Frank J. Fahey, "Unemployment and Reem- 
ployment Success: An Analysis of the Studebaker Shutdown," 
Industrial and Labor Relations Review, January 1968. 

^Wilcock and Franke, op. cit., p. 55. 

41 Aiken, et al„ op. cit., p. 31. These figures apply to white work- 
ers; minority workers were analyzed separately. 

"Ibid., p. 33. 
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Several studies have documented the greater 
difficulties less educated workers face in find- 
ing new jobs after displacement. 43 This handi- 
cap is often linked with age. Older Americans, 
by and large, have fewer years of schooling 
than younger ones. 

Although age discrimination in hiring is now 
against the law, the pattern persists. The BLS 
survey of displaced workers in 1984 showed 
higher unemployment rates for workers aged 
55 to 64 than for younger groups, with espe- 
cially high rates for older men (see table 3-1). 
A recent BLS study affirmed the finding. Ana- 
lyzing unemployment data from 1968 to 1981, 
Rones concluded that older people in general 
do not have high unemployment rates, but once 
they are unemployed they 4 'are far less likely 
to find a job than are their younger counter- 
parts." 44 He found that the duration of unem- 
ployment rises with age, and that this link is 
most pronounced for older workers who per- 
sist in looking for a job until they find one, 
rather than dropping out of the labor market. 

A senior BLS official recently gave several 
examples of older well-qualified workers who 
could not find work, even in fields where de- 
mand is strong, for example, technical writing 
in the aircraft industry. Said the official: "If 
you're a male over 55 looking for a job, you're 
competing with 16 to 19 year olds" for entry 
level jobs such as retail sales clerk or janitor. 
"Age is a terrible disease in the American job 
market," he said. 45 

Some directors of retraining and reemploy- 
ment programs report a different experience. 
One said, "We have good luck placing older 
workers, because they read and add better than 
younger workers, and they know the line 
employers want to hear." Nonetheless, even 
though some employers may value older work- 
ers for their reliability and stability, others con- 
sider them harder to train for new tasks, and 
perhaps less productive. An older worker may 
also be perceived as a poor investment for 

"Ibid., p. 87. 

"Philip L. Rones, "The Labor Market Problems of Older Work- 
ers," Monthly Labor Review, May 1983, p. 10. 

"Ronald Kutscher, Assistant Commissioner, U.S. Bureau of 
Labor Statistics, interview, November 1983. 



training, or too costly in health insurance and 
pension benefits. 46 Well-run displaced worker 
programs may indeed help older workers over- 
come the age barrier; but the nationwide sur- 
vey results and unemployment figures consist- 
ently support the conclusion that the barrier 
exists. 

For middle-aged as well as older workers, the 
very strengths of maturity, steadiness, and long 
tenure with one employer may become weak- 
nesses in the search for a job after displace- 
ment. Workers with more seniority are likely 
!o be the last laid off in a declining industry, 
and therefore may find themselves in a poor 
job market after others have had a head start. 
Many mature displaced workers have held only 
one job in their lives and have no idea how to 
look for a job effectively. 

Mature workers usually find it much harder 
to move away from a distressed area than do 
younger workers. Many are strongly rooted by 
family and community ties; if they own a home, 
it may be unsalable; and they are perhaps less 
adventurous than younger people about mov- 
ing to an unfamiliar town with no assurance 
of a job or a place to live. To many mature and 
older displaced workers, the financial and psy- 
chological costs of moving away are simply too 
high. 47 

Less Skilled Workers 

In general, the less skilled a worker, the 
harder it is to find a new job after displace- 
ment. The BLS survey found that the occupa- 
tional group with the worst reemployment 
experience was the unskilled handlers, equip- 
ment cleaners, helpers, and laborers (see table 
3-2). Only 42 percent of these displaced work- 
ers were employed in January 1984, while 47 
percent remained unemployed; this compares 
with 60 percent employment and 26 percent 



"Gordus, et al., op. cit., p. 84. 

"Marc Bendick, Jr., and Judith Radlinski Devine, "Workers 
Dislocated by Economic Change: Do They Need Federal Em* 
ployment and Training Assistance?" Appendix B in National 
Commission for Employment Policy, Seventh Annual Report: 
The Federal Interest in Employment and Training (Washington, 
DC: National Commission for Employment Policy, 1981), p. 204; 
and Hansen and Bentley, op. cit., p. 150. 
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unemployment for the entire group of 5.1 mil- 
lion adult workers displaced from their jobs in 
the 5 years up to 1984. 

According to some case studies, semiskilled 
wo *kers have special difficulties in finding new 
jobs. Years of experience in one job may give 
a worker well-honed skills that are not trans- 
ferable; this seems especially true of semi- 
skilled operatives in manufacturing industries. 
For example, Dorsey's study of the dislocated 
Mack truck workers discovered that skilled 
workers had no trouble finding jobs; in a sam- 
ple taken 10 months after the plant closed, all 
the skilled workers were reemployed, com- 
pared with a 70-percent reemployment rate for 
all the ex-Mack workers. 48 Unskilled workers 
were next most successful in finding new jobs. 
The semiskilled, the largest group laid off, were 
least successful. Their speed and efficiency in 
running their own particular machines in the 
Mack plant were not versatile enough skills to 
be valuable in new jobs; if they found work it 
was at pay substantially less than their previ- 
ous wages. 

Minorities 

As table 3-1 showed, minority workers are 
at a disadvantage in finding new jobs after 
displacement. Forty-one percent of black dis- 
placed workers were unemployed in January 
1984. Hispanic workers, somewhat better off 
at an unemployment rate of 34 percent, were 
also more likely to be jobless than white dis- 
placed workers (23 percent unemployed). 

Case studies of the past show there has been 
little change in the pattern. Nineteen months 
after the Packard company closed down in 
1956, almost 40 percent of its displaced black 
workers were unemployed, compared with 
one-quarter of the white workers. 49 Wilcock 
and Franke found in their five-city study (1959- 
60) that unemployment was especially severe 
among blacks, even though they were younger 
and about as well educated as whites; that 
when the black workers found new jobs they 
took bigger pay cuts than whites; and that after 



"Dorsey, op. cit., p. 201. 
"Aiken, et al., op. cit., p. 133. 
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retraining they were less likely than whites to 
find jobs using the skills they had learned. 50 The 
discrepancies were large. For example, in East 
St. Louis 85 percent of blacks were unem- 
ployed for 6 months or more, compared with 
61 percent of whites. 

Women Workers 

One-third of the adult workers displaced 
from their jobs between 1979 and 1984 were 
women. In some situations, the effects of dis- 
placement are harsher for women than for 
men. In others, their experiences may simply 
be different. 

The BLS survey found that the unemploy- 
ment rate for women workers was somewhat 
below that for men, but the reemployment rate 
for women was markedly lower (table 3-1). The 
difference lay in the fact that many more wom- 
en— 24 percent for women v. 9 percent for men 
—were out of the labor force at the time of the 
survey. How many of these women stopped 
looking for work by choice or retirement, and 
how many out of discouragement, was not re- 
vealed by the survey. The period of time with- 
out a job was also longer for women than for 
men, 26 v. 22 weeks (table 3-5); again, it is not 
clear w hether some women were out of the la- 
bor force by choice during at least part of that 
th~e. 

Case studies shed further light on women 
workers' experience of displacement. The old- 
er studies, dating from the 1960s, showed 
women at a great disadvantage in rates and 
duration of unemployment and in wage losses 
on getting new jobs. 51 In some cases, unem- 
ployment rates among women were almost 
three times the rates for men. 52 In plant clos- 
ings where both men and women were laid off, 
and both had made about the same wages 
before layoff, reemployment wages were typi- 
cally one-third lower for the women than for 
men. 53 



*°Wilcock and Franke, op. cit., pp. 53«54. 
"Gordus, et al., op. cit., pp. 89*90. 
"Herbert Hammerman, "Five Case Studies of Displaced Work- 
ers," Monthly Labor Review, June 1964, pp. 663*690. 
"Wilcock and Franke, op. cit., pp. 144-14?. 
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Recent experience is somewhat more mixed. 
A study of men and women workers who lost 
their jobs when a Pennsylvania thermostat con- 
trol factory closed in 1981 found a continued 
disadvantage for women. 54 Beth men and 
women had very high unemployment rates and 
great earnings losses, but the women were in 
worse straits. Fifteen months after the plant 
closed, 42 percent of the men were out of work, 
and 59 percent of the women. The reemployed 
men were making only 40 percent, and the 
women 30 percent, ox their former earnings, 
which had been at t'.ie relatively low wage of 
$6 per hour. Formerly full-time workers, many 
of them worked only sporadically or part time 
after displacement, which accounts in part for 
their very low earnings. 

Rosen's study of New England blue-collar 
women displaced in 1979 showed rather dif- 
ferent results. Five to nine months after they 
were laid off from their factory jobs (mainly 
in the apparel and electrical goods industries), 
59 percent of the women were back at work, 
24 percent were unemployed, 2 percent were 
"discouraged" and had given up looking for 
work, and 13 percent were out of the labor 
force. 55 Wage reductions for the reemployed 
workers were minor, about 2 percent. This 
small loss compares favorably with the earn- 
ings losses of male factory workers reported 
in other case studies. 

Behind this comparison, however, lie some 
revealing figures. While their wage losses on 
the new jobs were slight, these women did not 
have a great deal to lose; their wages before lay- 
off averaged $4.36 per hour, while the average 
U.S. manufacturing wage in 1979 was $6.70 
per hour. The higher a woman's wages before 
layoff, the greater was her T .vage loss. This 
study also indicated that repeated layoffs erode 
earning power; the best predictor of low wages 

M Kay A. Snyder and Thomas C. Nowak, "Sex Differences in 
the Impact of a Plant Shutdown: The Case of Robertshaw Con- 
trols " Sociology Toward the Year 2000: The Social Galaxy, 
Charles Babbitt (ed.) (Harrisburg, PA: Pennsylvania Sociologi- 
cal Society, 1983), pp. 228-239. 

"Rosen, op. cit., p. 93; see also Ellen I. Rosen, "Men and 
Women: The Dilemmas of Unemployment/* report prepared for 
the U.S. Department of Labor, Employment and Training 
Administration (Boston. MA: Boston University and Nichols Col- 
lege, Center for Applied Social Science, n.d.). 



for the women job losers was the number of 
layoffs they had experienced in the past 10 
years. 

Despite their low wages, the women Rosen 
studied were earning more than pin money. 
Over 40 percent were the primary earners in 
their families, and of these, two-thirds were 
unmarried heads of households. Even the 
married women whose husbands had full-time 
jobs contributed, on average, more than one* 
third of their family incomes. 

For the whole group, incomes dropped an 
average of 20 percent the year of the job loss, 
mainly because of the lost time at work; this 
was a net loss, taking into account unemploy- 
ment insurance and transfer payments such as 
TAA benefits. One-third of those who were 
single heads of families dropped below the pov- 
erty line during the year they lost their jobs. 

The "Handicap of Affluence" 

Displacement is a leveling experience. The 
workers who lose the most are generally those 
who held the best jobs, with good pay, generous 
benefits, and job security in strongly unionized 
industries. 58 To "affluent" displaced workers, 
such as former steel and auto workers, the 
wages in available new jobs may look far less 
than adequate to meet their obligations. 

A reemployment center in the Buffalo area, 
for example, was able to help 523 of 798 people 
enrolled in the program find jobs between 
September 1982 and September 1983; about 
half those enrolled were displaced steelwork- 
ers. 57 The center's 66-percent placement rate 
was more than respectable in this hard-hit steel, 
auto, and chemicals manufacturing region, 
where unemployment reached 15.2 percent in 
November 1982. However, the workers who 
got new jobs had to take very substantial pay 
cuts, dropping on average from $10.00 per hour 



"Jacobson's studies of displacement in several manufactur- 
ing industries, based on 1 percent of Social Security records, 
confirm this observation. See Jacobson, op. cit.; and Jacobson 
and Thomason, op. cit. 

87 L.M. Wright, Jr., "Case Study: Buffalo Worker Reemployment 
Center," report prepared for the U.S. Department of Labor, Em- 
ployment and Training Administration (Princeton, NJ: Mathe- 
matica Policy Research, Inc., 1985), p. 50. 
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to $6.62 per hour, or 34 percent below the pre- 
vious average wage for these workers and 24 
percent below the national average manufac- 
turing wage, then $8.73 per hour. 

In other places, in better economic times, the 
decline in wages has been less severe. For in- 
stance, the Downriver Community Conference, 
a reemployment center near Detroit, placed 72 
percent of 700 participating workers (displaced 
from the auto supply industry) between July 
1980 and September 1981. 58 On average, these 
workers took a pay cut of about $1 per hour, 
dropping from a wage of $9.29 per hour before 
layoff to $8.20 on the new job. (In real terms 
the drop was greater, since the inflation rate 
was then about 12 percent.) The experience of 
comparable workers displaced from similar 
pla its indicated that, without the assistance of 
the Downriver program, reemployment wages 
would have ranged from $5.50 to $6.50 per 
hour. The average manufacturing wage at the 
time was $7.50. 

Some displaced workers hold out for a long 
time, getting by on savings, unemployment 
insurance, and earnings of other family 
members, before they settle for a job that means 
a steep drop in earnings. For workers who have 
been through layoffs in the past and then have 
been recalled, hope that the plant will reopen 

M D. Alton Smith, Jane Kulik, with Ernst W. Stromsdorfer, The 
Downriver Community Conference Economic Readjustment 
Acthity Program: Impact Findings From the First Phase of Oper- 
ations, report prepared for the U.S. Department of Labor, Em- 
ployment and Training Administration (Cambridge, MA: Abt 
Associates. Inc., 1983), pp. 1-8. 



dies hard. This resistance to taking a lesser job 
has been termed a "handicap of affluence" and 
an impediment to reemployment. "The more 
attractive the previous job, the more tempted 
a dislocated worker is to remain unemployed 
waiting for even a remote chance to return to 
that job." 59 

The question may a;ise whether a sharp drop 
in the earnings of a formerly well-paid worker, 
unfortunate as that may be for the individual 
involved, should rightly be considered a prob- 
lem for public policy. Framed this way, how- 
ever, the question misses the point that it is 
unjust and unwise to expect displaced work- 
ers to bear the whole burden of displacement. 
For a mature, experienced worker to have to 
start over at the bottom of the economic ladder 
is definitely a heavy burden. This does not 
imply that displaced workers have a lifetime 
right to the wages they were earning before 
displacement, or that society must offer such 
a guarantee. The point is rather that many 
displaced workers need assistance in searching 
for, or retraining for, a new job with reason- 
able pay and prospects for security or advance- 
ment. It is in society's interest as much as the 
individual's to make sure that assistance is 
forthcoming. Failure to do so invites resistance 
to the technological advance and other changes 
that keep U.S. industry productive and com- 
petitive. 



"Bendick and Devine, op. cit., p. 204; see also Linda LeGrande, 
U.S. Congress, Congressional Research Service, "Dislocated 
Workers: An \naiysis," 1983, p. 22. 



SOCIAL COSTS OF DISPLACEMENT 



Whole communities, or whole regions, can 
be badly hurt by the loss of an important plant 
or the decline of an industry. Many old New 
England mill towns had not recovered a gen- 
eration after losing textile plants to the South 
in the 1940s and 1950s. The Appalachian coal 
region, never prosperous, was crushed eco- 
nomically by the loss of 300,000 coal mining 
jobs from 1948 to 1968. 

Plant closings and massive layoffs have r* 
pie effects. The first wave hits the displaced 
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workers themselves; the second wave, sup- 
pliers for the plant that closed down and shops 
that the workers patronized; the third wave, the 
community, which once collected taxes from 
the plant, the workers, and the suppliers and 
shops they kept in business. 60 Often these 



•Suppliers and their employees may in some cases suffer dis- 
placement effects before the primary industry. Companies un- 
der competitive pressure may try to cut costs by buying parts 
and subassemblies overseas or perhaps from new domestic sup- 
pliers in low-wage areas. 
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communities are pressed to provide extra 
social services and welfare from a shrunken 
tax base. 

If the local economy is expanding, the ripple 
effects of layoffs may dissipate quickly. Indeed, 
research on business closures indicates that the 
most prosperous parts of the country have the 
highest rates of closings— and of employment 
loss— but also have the highest rates of employ- 
ment gains, which more than compensate for 
the job losses. 01 It Is in areas of economic 
stagnation or decline that plant closings and 
mass layoffs can deliver a crippling blow to 
communities. 

Systematic studies of the effects of plant 
closings and mass layoffs on communities are 
not available, but useful information can be 
found in a handful of individual case stud'ss. 
Community effects are perhaps most clearly 
evident in an isolated company town. Con- 
sider, for example, the case of Anaconda, 
Montana.* 2 For 75 years, the economic base of 
this town of 12,000 people was the Anaconda 
Copper and Mining Company's smelter. It 
directly employed 1,500 people, 1,000 from 
Anaconda and 500 from neighboring Great 
Falls. In 1980, Atlantic Richfield, which had 
purchased Anaconda Copper and Mining a 
few years earlier, closed down the smelter. Ulti- 
mately, the loss of the smelter and the ripple 
effects from its closing meant the loss of $42 
million in annual payroll in a county where the 
payroll from all sources was only $51 million. 

In the immediate aftermath, local businesses 
were as much affected as the smelter workers. 
The town's Chevrolet dealer told a Los Angeles 
Times reporter: "The businessmen are getting 
the brunt of it right now. They gave [the smelter 
workers] $3,500 in severance pay— I got caught 
with $500,000 in cars." Thirty-six businesses 



"Candee Harris, "The Magnitude of Job Loss From Plant Clos- 
ings and the Generation of Replacement Jobs: Some Recent Evi- 
dence," The Annals of the American Academy of Political and 
Soi al Science, vol. 475, September 1984. 

"Bill Curry, "Smelter Closing Gives Cash Registers a Hollow 
Ring," Los Angeles Times, Jan. 11, 1981; see also Curry, "Town 
Loses Its Payroll But Finds a Will to Survive," Los Angeles 
Times, Apr. 5, 1981, both cited in Bluestone and Harrison, The 
Deindustrialization of America, op. cit., pp. 70-71. 



in the town laid off 20 percent of their employ- 
ees, and one-fourth anticipated further layoffs. 
Some owners, who had expected their busi- 
nesses to give them a comfortable retirement, 
went bankrupt. As for the smelter workers, a 
few took early retirement. Some left town, sell- 
ing their houses for little more than half the 
purchase price. 

Emotional trauma was roughly indicated by 
* few statistics. Visits to the Alcohol Service 
Center increased 52 percent, the number of 
people seeking drug counseling increased 50 
percent, and admissions to the Mental Health 
Center rose 62 percent. 

Ripple effects can be very extensive when 
industries that are central to a region's econ- 
omy undergo decline. The fortunes of the auto 
industry, for instance, affect a wide network 
of other industries. The U.S. Department of La- 
bor estimates that for every 100 jobs lest in the 
motor vehicle industry, another 105 jobs are 
lost in the direct supplier network, which 
includes steol, ferrous castings, aluminum, 
synthetic robber, glass, plastics, and textiles. 
Bluestone and Harrison estimate that still 
another 95 jobs may be lost in more remote 
industries (e.g., iron ore mining) and in trans- 
portation, warehousing, and wholesale and 
retail trade. Altogether, then, if 1,000 auto 
workers are laid off permanently, as many as 
another 2,000 jobs might be lost. 63 

Such estimates must be taken with caution, 
however. The multipliers used for estimating 
ripple effects (positive or negative) of business 
expansions and contractions are derived from 
input-output models. The models, though highly 
complex, still tend to simplify the real world. 
Their quantitative projections may be quite off 
the mark in specific cases. For example, when 
the Lykes Corporation shut down the Campbell 
Works plant of Youngstown Sheet and Tube 
in September 1977, various studies by local and 
State agencies projected that job losses in the 
Youngstown area would eventually affect 4,000 



"Bluestone and Harrison, op. cit., p. 74. These calculations 
wt *e made for jebs lost because of lowered production. The ra- 
tio might be different for jobs lost because of increased produc- 
tivity. 
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to 14,000 additional workers. 04 Many people 
feared that the Campbell Works closing would 
deal a mortal blow to the community. 

What actually happened was that employ- 
ment in the Youngstown area declined only 
slightly in the year after the closing. The na- 
tional economy was booming, with a 4.1 per- 
cent increase for the year in nonagricultural 
jobs; the State of Ohio enjoyed a modest share 
in the boom, with a 2.1-percent expansion in 
jobs; and ihe decrease of jobs in Youngstown 
was small (1.4 percent). In this prosperous year, 
the local General Motors plant raised produc- 
tion, making up some of the loss in manufac- 
turing jobs for the plant closing, and employ- 
ment in retail trade rose. Two more local 
factors also helped to expand retail jobs: the 
laid-off steelworkers got liberal TAA benefits, 
and Youngstown grew as a retail center for 
neighboring counties in Ohio and Pennsylvania. 

Nonetheless, the apprehension that the Camp- 
bell works closing would hurt Youngstown was 
not mistaken. Buss and Redburn, studying the 
area 2 years afterwards, concluded that if the 
plant had not shut down, Youngstown would 



•Terry F. Buss and F. Stevens Redburn, Shutdown at Youngs* 
town: Public Policy for Mass Unemployment (Albany, NY: State 
University of New York Press, 1983). 



have shared fully in the national prosperity 
rather than struggling to stay even. They esti- 
mated that nonagricultural employment would 
have risen 2.5 to 4 percent instead of declining 
1.4 percent. Moreover, the local economy suf- 
fered a loss in purchasing power, the retail jobs 
that supplanted manufacturing jobs in 1977 
and 1978 paid less than $5 per hour on the 
average, compared to the typical manufactur- 
ing wage of $10 per hour.* 5 The town of Camp- 
bell, where the plant was located, experienced 
a drastic shrinkage of its tax base. Even though 
property taxes were raised, the town still had 
to borrow $750,000 from the State to keep the 
schoolrooms open. 00 

In January 1980, Youngstown's weakened 
economy received another shock when U.S. 
Steel closed its Youngstown works, laying off 
13,000 workers. Five and one-half years later, 
Youngstown had not recovered. In July 1985, 
the national unemployment rate (civilian, not 
seasonally adjusted) was 7.3 percent; for Ohio, 
it was 9.3 percent; and for the Youngstown 
metropolitan area, 11.3 percent. 



"Ibid. 

"Ohio AFL-CIO, "Plant Closings in Campbell Force Higher 
Taxes " Afeivs and Views, Feb. 29, 1980 t cited in Bluestone and 
Harrison, op. cit.. pp. 73-74. 



REGIONAL AND OCCUPATIONAL MISMATCHES 



The Youngstown experience, indeed the eco- 
nomic state of much of the Northeast-Midwest 
frostbelt, highlights the importance of local and 
regional effects in the displacement of work- 
ers. While aggregate U.S. employment in the 
manufacturing industries was roughly un- 
changed from 1973 to 1980 (at slightly over 20 
million workers), 67 manufacturing jobs dropped 
10 to 17 percent in New York, Ohio, and Mich- 
igan. New York and Ohio each lost over 150,000 
manufacturing jobs: Michigan lost more than 
200,000. While some workers relocated to 
Texas, California, and other growing areas, 



•IKS. manufacturing employment dropped from 21.0 million 
in 1979 to 19.4 million in August 1985. 



most did not. The consequence of the regional 
shifts in manufacturing jobs was persistent 
double-digit unemployment in much of the in- 
dustrial Northeast. 

Nationwide data on plant closings are limited 
and unsatisfactory (see box 3-A1, but the best 
available information shows a similar but more 
complex regional picture. It appears that re- 
gions winning jobs between 1976 and 1982 had 
higher rates of job loss from dissolution of 
businesses than regions where unemployment 
rose, but the winning regions more than com- 
pensated with exceptionally high rates of job 
generation. The converse was also true. As 
table 3-8 shows, the Middle Atlantic and East 
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Box 3-A.— Information on Plant Closings 

Considering the attention that plant closings attract* solid information on the subject is surpris- 
ingly limited. Nationwide data on plarit closings have never been compiled systematically. 1 Avail- 
able estimates, both of the number of plants closed each year and of the number of workers thus 
displaced, cannot be used with confidence. Some estimates, based on incomplete, anecdotal accounts, 
are almost certainly too low; others, based on data compiled for other purposes, may err in either 
direction. 

Better statistics about plant closings and mass layoffs should become available in a year or so. 
The Job Training Partnership Act of 1982 requires the Secretary of Labor to monitor and report an- 
nually on plant closings. However, no data were collected until Congress appropriated money spe- 
cifically for the purpose, $1 millioi^jj fiscal year 1984 and another $5 million in fiscal year 1985. 
An eight-State pilot program was begun in 1984, but the Administration proposed to rescind the 1985 
appropriation, on the grounds that a plant closing study was unnecessary in a period of economic 
recovery. Congress did not act on the rescission. Work is now underway to collect data from all 50 
States on plant closings and layoffs affecting mure than 50 workers; publication is expected in 1986. 
The U.S. General Accounting Office (GAO) is also conducting a major study of plant closings, to be 
finished in 1986, 

Meanwhile, analysts have resorted to several less complete sources of information to examine 
plant closing trends.* A few States (e.g., California, Washington, and Massachusetts) have collected 
information about plant closings within their own borders. Also, some information is available from 
industry trade associations. The American Iron and Steel Institute, for example, has kept track of 
closings and partial closings of steel facilities over the last 10 years. The data show that steel produc- 
ers in the United States closed over 400 facilities between 1974 and 1984, including about 20 entire 
plants or integrated companies. About a dozen plants or companies were afterwards reopened under 
different management. 

Nationwide estimates do exist, and are generally made in one of two ways: 

1. by adding up the number of plant closings reported in the general and trade press; or 

2. by developing proxies for plant closings, based on business or employment data collected for 
other purposes. 

Both methods have serious drawbacks. 

Estimates based on press accounts are only as complete as their sources. Underestimation is almost 
inevitable. The largest data bank of press accounts for monitoring plant closings nationwide includes 
only about 200 publications; and most of the press, whether trade or general, identify only the large 
or highly publicized plant closings. Surveys of this sort may be used for tracking year-to-year trends, 
but are not really adequate even for this purpose. Press attention to the subject is likely to be greater 
in times of intense public concern about plant closings (e.g., during a recession) than during prosper- 
ous times. 

One well-kuown survey based on press clippings was done by a private company, the Bureau 
of National Affairs, in 1982 and 1983 . 3 Their 1982 survey, based on 125 trade publicatior s, reported 
619 permanent or indefinite plant closings, involving the displacement of 215,525 workers {an aver- 
age of 348 workers per plant). The 1983 survey reported 547 plant closings, with 107,158 workers 
displaced (a plant average of 196 workers). The large number of workers per plant closing indicates 
that the survey counted mostly large-scale closings— especially considering that many companies phase 



The data collected by the Bureau of the Census and analyzed by the Bureau of Labor Statistic*; on displacement of workers from January 
1979 to January 1964 was based on interviews with members of 60.000 households, not on a count of plant closings. 

'For a concise discussion of these sources, see William Schweke and Meriwether Jones. ''Economic Adjustment Resources" (Washington. 
DC: Corporation for Enterprise Development. 1982). 

'Bureau of National Affairs. BNA 's Employee Rehtions Weekly, vol. 2. No. iO. Mar. 12. 1964. pp. 307-310. 
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iZL 0Ve f 3 l0I l 8 tim Z b « fore J offlciall y and permanently closing, so that the figures cited for average 
number of workers displaced are most likely too low. average 

Nationwide estimates of plant closings and displaced workers derived from proxy data are much 

ffiSa^.^?.^. 10 ^ ?T ral analyStS have based Plant-dosing ^estimatS on 
uSL Ju m ft V T k8t m .l ,Cat0r ? les ' which are kept current for over 5 million business estab- 
hshments (defined as the specific locations where business activities take place). By following chances 
m the files from year to year researchers can track the number of business JtaSuhS^thSSS 
opened, closed, or relocated (assuming the establishment keeps its same muurSSnSSS 
changes in the number of employees at each establishment c>n also be followed 

orob^wh^p?^ 3 ? 318 n0t C °J npiled f ° r , the pi i rpose of countin 8 P'ant closings, and present 
Ep K u used for that purpose. For example, multi-establishment firms do not always list all 

nT On Z hB JZ S " bs ' d,anes - If one ° f these shuts ^wn, the event is not recorded as a pd?5£: 

£c^ 

Following Dun & Bradstreet data from 1976 to 1982, a recent study sponsored by the U S Small 

SSSX^SS'S? C T luded K th3t 24 i 8 m f° n jobs were lost the period in 
SSuS . • T 16 2 "V 11 ' 0 " ,obs were lost due t0 "P la nt closings," defined as dissolutions of 
ttons of Zl S m ft f,rmS 10 S ° r em P lovees - The remainder, 8.6 million JotaKdtah* 
fobs lost Tt . r S S a tS b ; a - Ch f.° f firmS ' W3S considered "turnover." These figures reflect on"y 
obs lost, not jc^s created during the same time. According to the same study, job creation exceeded 
,ob losses throughout the period, though just barely in the 2 years from 1980 to S 



Table 3.8—Employment Loss in Closings and Job Replacement Rates- 
All Industries by Region, 1976 82 

--A m ?i° y i][Ll nt toss tn closings* " = ~ 

Region 

New England 

Middle Atlantic 

East North Central 

West North Central 

South Atlantic 

East South Central 

West South Central 

Mountain 

Pacific [][ 

U.S total 

^Closings firms with 100 or more employees 
Employre^t loss as a percentage of 1976 employment 

The replacement rate measures the number of jobs created for each ,ob < 0 st in cios.ngs 



Number {m thousands) 


Percent 5 


Replacement rates c 


872 


~~288~~ 


1.49 


2.696 


29.6 


1.17 


3,077 


29 7 


1.23 


958 


29.2 


1.68 


2,639 


35.9 


1.51 


947 


34.0 


1.29 


1 f 808 


38.0 


1.93 


688 


40.2 


2.15 


2,512 


41.2 


1.70 


16,177 


33.4 


1.50 
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North Central regions lost jobs due to plant 
closings at rates lower than the national aver- 
age, but their job replacement rates were even 
lower. The East South Central region, where 
the job loss rate was a little above average, also 
had a poor record in job creation. All three of 
these regions had large numbers of displaced 
workers in 1984. 

Another source of mismatch between jobless 
workers and jobs is the shift of manufacturing 
jobs from the older smokestack industries into 
faster growing high-technology industries 
where wages for production (blue-collar) work- 
ers are usually lower than the average manu- 
facturing wage. 88 Many of the jobs that are 
most visibly declining— e.g., in steelmaking— 
pay considerably more than the average man- 
ufacturing wage. There are other differences 
besides the wage gap. Not surprisingly, the 
proportion of women and nonunionized work- 
ers is greater in production jobs in the newer, 
faster growing high-technology industries. 
Altogether, the new jobs being created in man- 
ufacturing often do not fit very well with those 
that are disappearing. 

Table 3-9 compares wages for production 
workers in five manufacturing industries in 
which overall employment grew 24 percent 
between 1979 and 1984 with wages in five 
industries where employment shrank 24 per- 
cent during the same time, and is projected to 
decline further by 1995. In the fast growth 
industries, wages in July 1985 averaged $8.19 
to $10.06 per hour; in the slower growth or 
declining industries, $10.90 to $13.82 per hour. 



••The high-technology sector is defined in various ways. De- 
pending on the definition, employment in the sector varied from 
2.5 to 12.6 million in 1980, and increased by 20 to 40 percent 
from 1972 to 1982. See ch. 4 for further discussion. 



average manufacturing wage at that time 
$9.52 per hour. 



The; 
was 

High-technology manufacturing industries 
probably will create no more than a minor 
share of the new jobs in the U.S. economy in 
the next 10 or 20 years. The greatest growth 
will almost certainly come, as it has for the last 
40 years, in the service-producing sector of our 
economy, which now accounts for 72 percent 
of all U.S. jobs. The shift to the service sector 
has recently accelerated. From 1960 to 1979, 
the United States gained some 6 million jobs 
in the goods-producing sector, of which 4.2 
million were in manufacturing; in the same 
period 29.6 million jobs were added in the 
service-producing sector. 6 * From 1979 to mid- 
1985, the Nation lost 1.6 million jobs in manu- 
facturing, while adding 9,6 million in the serv- 
ice industries. Considering that half the 5.1 
million workers displaced from their jobs since 
1979 were in manufacturing, the extent of the 
mismatch between the old jobs and the new 
jobs is evident. 

Service sector jobs are not always inferior 
jobs. 70 Many low-paying service jobs have re- 

"Employmentand Earnings, September 1985, table B-l. The 
jobs are those of employees on nonagricultural payrolls. 

"The broadest definition of service sector includes everything 
but the goods-producing industries {agriculture, mining, con- 
struction, and manufacturing). It encompasses transportation, 
communication, public utilities, wholesale and retail trade, fi- 
nance, insurance, real estate, other personal and business serv- 
ices, and government. Analyses of jobs in the service sector are 
usually based on data that classify jobs by industry. Another way 
of looking at jobs is by occupational category; e.g., "clerical 
worker," which is essentially the same job in a bank as in an 
auto assembly plant. The occupational category "service worker" 
must be distinguished from "workers in the service industries." 
The occupational category refers to workers such as janitors, 
cooks, waiters, hotel maids, food service wortxrc, and health 
service workers. Most of these workers are employed in the 
service sector, but some are in other sectors such as manufac- 
turing. 



Table 3-9.-Average Hourly Earnings of Production Workers in Selected Manufacturing Industries, July 1985* 



Stow growth industries 1979-95 



Average hourly 
earnings 



Fast growth Industries 1979-95 



Blast furnaces and basic steel products . . $13.51 

Primary nonferrous metals 13.82 

Nonferrous rolling and drawing 11.10 

Motor vehicles and equipment 13.37 

Farm machinory and equipment 10.90 



Average hourly 
earnings 



Office and computing machines 

Electronic components and accessories .. 
Engineering and scientific instruments . . . 

Measuring and controlling devices 

Medical instruments and supplies 



$9.52 
8.28 
10.06 
8.93 
8.19 



•Benefits are not Included In etmlngs figures. 
SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, Employment §n<S Earnings, September 1985, table C-2. 
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placed still lower paying agricultural and la- 
borer jobs. Also, not all manufacturing jobs are 
good jobs. For example, the average wage for 
production workers in apparel in mid-1985 was 
$5.69 per hour, compared with $9.52 for all 
manufacturing and $8.54 for the entire private 
sector. Moreover, the service sector is broad 
enough to include occupations from corpora- 
tion lawyer to restaurant dishwasher. Some 
parts of the service sector— e.g., transportation 
and public utilities— pay above-average wages 
to nonsupervisory workers ($11.38 per hour in 
1985). The categories with most employees, 
however, pay below-average wages (e.g., $5.92 
per hour in retail trade and $7.86 per hour in 
the catchall "services" category). Overall, 
service sector wages— $7.73 per hour in 1985 
for nonsupervisory workers— are substantially 
lower than the $9.52 average wage for produc- 
tion workers in manufacturing. 71 



"Data on wages of production workers in manufacturing and 
service industries are from Employment and Earnings, Septem- 
ber 1985. The overall service sector wage is a weighted aver- 
age, calculated from earnings and employment in the various 
categories of service industries. 



According to the Bureau of Labor Statistics, 
the 10 occupations expected to produce the 
most new jobs by 1995 are quite traditional 
ones, all in the service sector, that already 
account for millions of jobs in our economy. 72 
For at least 5 of the top 10, pay and prestige 
are low: janitors and cleaners, cashiers, waiters 
and waitresses, nursing aides and orderlies, 
and retail salespersons.. Another 2 of the 10— 
registered nurses and kindergarten and ele- 
mentary teachers— are jobs held principally by 
women where mediocre pay often does not 
match the demanding responsibilities. The 
other 3 in the top 10— truck drivers, wholesale 
trade salesworkers, and accountants and au- 
ditors—are relatively well-paid jobs often held 
by men. Only one of these three (truck drivers) 
is a blue-collar job, 73 



"U.S. Department of Labor, Bureau of Labor Statistics, "Nine 
Out of 10 New lobs Projected to be in Service Industries," news 
release, USDL 85-478, Nov. 7, 1985. 

"See ch. 4 for further discussion of the jobs being created in 
the U.S. economy, and the differences in character and pay from 
the jobs that are disappearing in the restructuring of American 
industry. 



IS THERE A MISSING MIDDLE? 



The changing character of jobs in the U.S. 
economy is one element of the argument made 
by some analysts, that the American middle 
class is eroding. 74 Displacement of well-paid 
blue-collar workers from the older, unionized 
smokestack industries, and replacement of 
those jobs by jobs paying considerably less, are 
seen as causes of the "declining middle/' Other 
analysts see no evidence of any such long-term 
trend, and believe that if earnings or family 
incomes did show a tendency to polarize dur- 
ing the last 10 or 15 years (a point on which 



"See, for example, Barry Bluestone, "Industrial Dislocation 
and Its Implicatons for Public Policy," papei prepared for the 
Third Annua! Policy Forum on Employability Development, 
Washington, DC, 1983; Bob Kuttner, "The Declining Middle," 
The Atlantic Monthly, July 1983; Thomas M. Stanback, Jr., 
"Work Force Trends," in National Academy of Engineering, The 
Long Term Impact of Technology on Employment and Unem- 
ployment (Washington, DC: National Academy Press, 1983); 
Lester Thurow, "The Disappearance of the Middle Class," The 
New York Times, Feb. 5, 1984. 



there is some disagreement), the main factors 
were demographic and temporary. 75 

The evidence on whether there has been a 
shift in earnings away from the middle is con- 
flicting. Lawrence, for example, found that full- 
time workers earning a "middle-income" wage 
of $13,000 to $26,000 (in 1983 dollars) con- 
stituted 50 percent of the work force in 1969 
but dropped to 46 percent in 1983, with 3 per- 
cent falling into the lower class group and 1 
percent rising into the upper class group, 76 



"See, for example, Sar Levitan and Peter E. Carlson, "Middle- 
Class Shrinkage?" Across the Board, October 1984; "The Myth 
of the Vanishing Middle Class," Business Week, July 9, 1984, 
pp. 83*86; Robert }. Samuelson, "Middle-Class Media Myth," Na- 
tional Journal, Dec. 31, 1983. For a summary of both views, see 
Victor F. Zonana, "Is the U.S. Middle Class Shrinking Alarm- 
ingly? Economists Are Split," Wall Street Journal, June 20, 1984. 

"Robert Z. Lawrence, "Sectoral Shifts and the Size of the Mid- 
dle Class," The Brookings Review, Fall 1984. The drop in middle- 
class earnings was confined to males; 56 percent of male work- 
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Thurow found the same tendency in household 
incomes. If a middle-class household is defined 
as one whose income is between 75 and 125 
percent of the median ($15,000 to $25,000 in 
1982), the middle class shrank from 28.2 per- 
cent of households in 1967 to 23.7 percent in 
1982. About half of those households changing 
status fell below the middle class, and half rose 
above it. 77 Rosenthal, analyzing pay data for 
416 occupations, found no evidence of work- 
ers dropping from the. middle. He found vir- 
tually the same proportion of workers in mid- 
dle-income occupations (paying about $14,200 
to $20,000 in 1982) in 1982 as in 1973. 78 Some 
of the disagreements in findings among these 
authors are due to differences in definition of 
the middle class, or differences in the time 
period chosen for analysis. 

Those who are skeptical that the middle class 
is shrinking attribute any perceived declines 
in earnings or family incomes to the entrance 
of millions of baby boomers into the work force 
in recent years, thus swelling the ranks of low- 
income households. Another explanation of 
apparent shifts in household incomes is the 



ers were in the middle range in 1969, 47 percent in 1982, with 
most of the excess dropping into the lower earnings group. Fe- 
male workers with middle-class earnings increased from 39 to 
44 percent. Lawrence attributed most of the drop in the male 
worker middle class to entrance of the inexperienced baby boom 
generation into the job market. 
"Lester C. Thurow, op. cit. 

"Neal Rosenthal, "The Shrinking Middle Class: Myth or Re- 
ality? 0 Monthly Labor Review, March 1985. 



increasing number of women in the work 
force. While women with working husbands 
and more education boost family incomes, 
those who are less educated or are single 
parents add to the number of low-income 
families. 

Some analysts point to several factors that 
together may be responsible for a decline in the 
middle class since the end of the 1960s: higher 
unemployment, more single-person households, 
more two-earner families, the baby boom ef- 
fect, and the changing industrial and job struc- 
ture of the economy. 79 These analysts do not 
expect the shrinkage of the middle class to 
continue, but neither do they think the losses 
of the past few years will be reversed. 

So far, the thesis of the declining middle may 
be judged not proven (to borrow the noncom- 
mittal verdict available to Scottish juries). If the 
thesis ultimately proves correct, if the techno- 
logical gains that raise productivity and bene- 
fit society, but displace workers, do not come 
back to enrich and enlarge a middle class of 
well-paid workers, American society as a 
whole will be the loser. The healthy market that 
supports American business could decline, and 
the optimism and sense of fairness which are 
the basis for social harmony could be seriously 
damaged. 

"McKinley L. Blackburn and David E. Bloom, "What Is Hap. 
pening to the Middle Class?" American Demographics, Janu- 
ary 1985. 
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INTRODUCTION 



Worker displacement is a continuing feature 
of a dynamic economy. Without the ability to 
abandon unprofitable lines of business, or to 
install the most up-to-date technologies, the 
U.S. economy would lose its capacity to adapt 
to global competitive conditions. These changes, 
however, mean worker displacement. Displace* 
ment is recognized as a characteristic of declin- 
ing economies; it is less often recognized as a 
feature of growing, prosperous ones. 

In the industrialized world, conditions of 
production and competition are constantly 
changing: new techniques of production are 
found, new products are made and consumed, 
and old techniques and products fall by the 
wayside. New competitors enter the field, forc- 
ing existing firms to adjust or fail. Increasingly, 
the competition is international. The number 
of countries whose products can hold their 
own in industrialized countries is growing. 
There is also a growing conviction that the 
pace of change is accelerating, 1 adjustments 
must be made more often, and the pressure to 
change before the competition changes is in- 
tensifying. This dynamism is ultimately good 
for society as a whole. Competition and change 
allow wider choices among goods and services 
at lower cost than would be possible in a static 
economy. 

Accelerating technological change and world 
economic interdependence also mean, how- 
ever, that many American workers are dis- 
placed and that some must make forced work 



'See, for example, Richard W. Riche, "Impact of New Elec- 
tronic Technology," in Monthly Labor Review, March 1982; An- 
thony P. Carnevale, and Harold Goldstein, Employee Training: 
Its Changing Role and an Analysis of New Data (Washington, 
DC: American Society for Training and Development Press, 
1983) p. 6; U.S. Congress, House Joint Hearings on Technology 
and Employment, before the Committee on Science and Tech- 
nology Subcommittee on Science, Research and Technology, and 
the Committee on the Budget Task Force on Education and Em- 
ployment, Serial No. TF4-4 (Committee on the Budget), Serial 
No. 41 (Committee on Science and Technology); June 1983, p. 24. 



transitions several times during their lives. 
Some people are able to do so without much 
trouble; others find these transitions traumatic. 
In general, work transitions are easier during 
periods of healthy economic growth, but it is 
quite possible that as many people must make 
work transitions during periods of growth as 
in periods of decline. 

Job displacement is usually not a national 
policy issue during prosperous times. Even 
though the pressures forcing worker adjust- 
ment may be great, healthy levels of job crea- 
tion, which in the past have accompanied eco- 
nomic prosperity, can help alleviate workers' 
problems of displacement. It is during reces- 
sions that attention has focused on displaced 
workers, usually as part of a broader concern 
about unemployment. At these times, displace- 
ment becomes very visihie, for displaced work- 
ers are likely to be unemployed for long peri- 
ods, and their prospects for reemployment at 
wages close to their old wages are dim. 

Since public concern over displacement 
tends to be cyclical, support for programs to 
aid displaced workers is cyclical as well. Two 
national displaced worker programs of the 
post-World War II period— the Manpower De- 
velopment and Training Act (MDTA) of 1962 
and Trade Adjustment Assistance (TAA)— 
were changed as public interest in displace- 
ment waxed and waned. Whether the Job 
Training Partnership Act of 1982 will be re- 
directed during prosperous times remains to 
be seen, Congress has reduced funding for the 
Title III program by more than half for fiscal 
year 1986. It was argued, however, that un- 
spent funds carried over from the previous year 
were large enough that the cut would not nec- 
essarily force reductions in service to displaced 
workers. 

MDTA was passed in 1962, following a period 
of rising unemployment and much concern 
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over the effects of automation and technology 
on work. At about the same time, however, the 
Federal Government was providing substantial 
fiscal stimuli to the economy, first by a cut in 
personal income taxes and then by simultane- 
ous financing of the Vietnam War and the 
Great Society programs. To these fiscal stimuli 
were added a variety of programs designed to 
reduce unemployment. 2 Thus, for many rea- 
sons the unemployment rate fell during the 
1960s. By mid-decade, as the unemployment 
rate for adult white males fell to 1.9 percent, 
the focus of MDTA shifted from displaced 
workers to disadvantaged workers. 3 

Despite the general prosperity of the time, 
quite a few workers were displaced. For in- 
stance, a large automobile company— Stude- 
baker— went out of business, and meatpacking 
plants were shut down as technology advanced 
and markets shifted. Many workers deprived 
of their jobs by these changes had a hard time 
finding new ones, especially new dies as good 
as the old. In general, however, worker dis- 
placement faded as a public policy issue. As 
fears about automation passed, many observers 
concluded that the experience of the 1960s had 
shown that technology created more jobs than 
it destroyed. The impact of trade on unemploy- 
ment and worker adjustment was a relatively 
minor issue at the time. Although the Trade Ex- 
pansion Act of 1962 authorized TAA funds for 
workers who had lost their jobs due to inter- 
national trade, no workers were certified as 
TAA recipients between 1962 and 1969, and 
no TAA funds were expended. 4 

The trend of falling unemployment reversed 
in the 1970s when the labor force outgrew em- 
ployment by almost 0.15 percent annually, and 
unemployment rose from 4.8 percent in 1970, 
to 7 percent in 1980 (figures 4-1 and 4-2). In- 
terest in the problems of displaced workers 



a Edward D. Kalachek, Labor Markets and Unemployment (Bel- 
mont, CA: Wadsworth Publishing Co Inc., no date), p. 116. 

'Karen Spar, Library of Congress, Congressional Research 
Service, "Job Training Partnership Act: Background and Descrip- 
tion," Report No. 83-76 EPW, Apr. 19, 1983, p. 1. 

♦Robert Bednarzik and James A. Orr, U.S. Department of La- 
bor, Bureau of International Labor Affairs, "The Effectiveness 
of Trade-Related Worker Adjustment Policies in the United 
States," Economic Discussion Paper 15, February 1964, p. 13. 



resurfaced. In 1974, the Trade Act relaxed the 
requirements for worker eligibility for TAA 
funds, and TAA expenditures rose from just 
over $50 million in 1975, to $2.2 billion in 
1980. 5 During the la'ie 1970s, TAA was the only 
major Federal program that specifically bene- 
fited displaced workers, and even then, only 
workers affected by trade. No Federal program 
was directed to the needs of adult displaced 
workers in general until the early 1980s. In 
1982, a recession year, Congress passed the Job 
Training Partnership Act (JTPA), which in- 
cluded Title III, a program to aid displaced 
workers whose jobs had disappeared. The un- 
employment rate at that time was approach- 
ing 10 percent. 

In the mid-1980s, after 3 years of economic 
recovery, displacement seems to have faded 
somewhat as a public policy issue. Unemploy- 
ment fell during 1985, the civilian rate dipping 
to 7 percent in August for the first time since 
the recession. In early 1985, the Administra- 
tion proposed to reduce the funding of Title 
III of JTPA by more than half, citing a slow rate 
of spending and lack of demand for the more 
expensive adjustment services such as retrain- 
ing. 6 The Administration also proposed to let 
all TAA services expire. Late in the year, Con- 
gress reduced Title III funds for fiscal year 
1986 as the Administration had proposed, but 
indicated no intention of allowing services to 
displaced workers to diminish. Labor Depart- 
ment officials argued that carryover funds 
would allow States to continue services at the 
same level as in fiscal year 1985. And, as con- 
cern mounted over the U.S. trade deficit, for- 
eign competition, and their effects on jobs, 
there were renewed proposals for offering 
readjustment services to displaced workers af- 
fected by trade. 

It is premature to conclude that history is 
repeating itself. Indeed, there may be reason 
to cut funding for displaced worker programs 
during times of economic expansion, and in- 



Mbid. 

•As this report went to press, the House and Senate Appropri- 
ations Committees had approved the $100 million budget for 
JTPA Title III for fiscal year 1986, as proposed by the Adminis- 
tration. 
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Figure 4-1.— Labor Force and Emp<i;ment in the United States, 1940-84 
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SOURCE' U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, various issues. 



crease it in hard times when jobs are scarce 
and adjustment is more difficult for those 
displaced— assuming that funding is adequate 
to begin with. (See ch. 5 for further discussion 
of this poirt) But a better understanding of the 
relation between economic growth, job losses 
and creation, and displacement may help to 
steer a steadier course in responding to the 
problems of worker displacement. 

Causes of Displacement: 
Technological Change 

Technology has changed worklives for cen- 
turies, first enabling agriculture to support 
larger populations than hunting and gathering 
could do and later liberating people from sub- 
sistence agriculture. In the 20th century, tech- 
nology has largely replaced human labor on 



farms in industrialized countries. Increasingly, 
it is replacing some of the more dangerous, 
onerous, and repetitive tasks in manufacturing 
and services. Electronic technologies are now 
aLo helping with routine mental tasks, includ- 
ing manipulating figures and spelling. 

These changes have naturally brought about 
displacement, soms of it far from painless. In 
1811, after England had been at war with France 
for nearly 20 years, the skilled knitters of Not- 
tinghamshire faced soaring food prices, slug- 
gish trade because of the French and English 
blockades, lowered wages, and loss of jobs to 
new machinery and cheap child labor. The 
workers smashed the machines. In 11 months, 
they destroyed over a thousand knitting frames. 7 
At the same time, wool croppers and combers 

7 Witold Rybczynski, Taming the Tiger: The Struggle to Con- 
trol Technology (New York: Viking Press, 1983), pp. 36-37. 
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Figure 4-2.-U.S. Unemployment, Civilian Noninstitutional Population 16 Years and Over, 1951*84 




Year 

i: U.S. Department of Labor, Bureau of Labor Statistics, Employment snd Em wings, July 1965, p. 



also lost income and jobs when machinery 
replaced their skilled labor, and also destroyed 
the machines. Despite a few early successes, 
the Luddites (named for the mythical General 
Ned Ludd) were soon crushed. An army of 
12,000 soldiers was dispatched to put down the 
uprisings, and the English Parliament repealed 
statutes dating from Elizabethan timej that 
assured minimum wages, and fair hours and 
working conditions for laborers. England's 
handloom weavers and shearers, once inde- 
pendent and well paid, became the new poor. 

In 20th-century America, the long migration 
of workers from farms to cities became a mass 
exodus after World War II. The postwar revo- 
lution in agricultural technology— the adoption 
of mechanical cotton pickers and harvesters, 
chemical pesticides and fertilizers, high-yield- 
ing crop varieties— forced farmworkers off the 
land. Employment in agriculture dropped by 
3.6 million (42 percent) from 1947 to 1964. Writ- 
ing in 1965, the National Commission on Tech- 
nology, Automation, and Economic Progress 
called this exodus "the most profound of all 
displacements." Many of the displaced farm- 
workers, "suffering from deficient rural edu- 



cations, lacking skills in demand in urban 
areas, unaccustomed to urban ways, and often 
burdened by racial discrimination, exchanged 
rural poverty for an urban ghetto." 8 

In the same period, Appalachian coal min- 
ing collapsed, displacing large numbers of 
workers. Between 1948 and 1968, oil and gas 
took over most of the coal market, and tech- 
nological advances in mining eliminated still 
more jobs. During this time, employment in 
coal mining fell from 436,000 to 126,000. Be- 
tween 1947 and 1954 alone, coal mining em- 
ployment fell by 46 percent. 8 Despite special 
efforts to bring economic development and 
new jobs to Appalachia, and despite some re- 
covery in coal production and employment af- 
ter 1968, the region has not yet recovered. For 
instance, the unemployment rate in West Vir- 
ginia, the heart of the coal mining region, was 
over 13 pei cent in August 1985, higher than 
in any other State. 



•U.S. National Commission on Technology, Automation, and 
Economic Progress, Technology and the American Economy, 
Volume 1 (Washington, DC: U.S. Government Printinc Office 
1966), p. 20. 

•Ibid., p. xii. 
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These examples from the past illustrate how 
serious, long-lasting social difficulties can arise 
from worker displacement and that technology 
is a potent factor in causing displacement. The 
conclusion is not warranted, however, that 
technological change alone is responsible for 
the problems of displacement, or that curtailing 
technological advance will minimize displace- 
ment. Technological change is a powerful en- 
gine for economic growth. While technologi- 
cal change has destroyed some jobs, it has not 
destroyed work. Some observers have sug- 
gested that, with technology replacing people 
in many endeavors, there will eventually be less 
work left for people to do. So far, however, the 
ability of people to create new endeavors as old 
ones are mechanized, and to devise new prod- 
ucts to satisfy old and new needs, has roughly 
kept up with the ability of mechanization to re* 
place human effort. Indeed, technology has 
been a key ingredient in creating new jobs. 

This idea is not new: it was a major conclu- 
sion of the National Commission on Technol- 
ogy, Automation, and Economic Progress in 
1966. The Commission was created by Con- 
gress in August 1964, in response to national 
concern about the steady upward creep of the 
unemployment rate after World War II and 
widespread fears that automation would limit 
the growth of employment while the labor 
force continued to grow. By the time the Com- 
mission made its report in 1966, the unemploy- 
ment rate had fallen to its lowest level in more 
than 10 years, and concern over displacement 
and technology had faded. The coincidence of 
a rapid fall in the unemployment rate, follow- 
ing on the heels of intense public concern over 
the displacement effects of automation, caused 
many observers to conclude unequivocally that 
technology creates more jobs than it destroys. 

Certainly, technological changes have helped 
to create jobs; however, technology was only 
one of many factors responsible for the pros- 
perity of the late 1960s. The fiscal stimuli and 
jobs programs of the period were extremely im- 
portant. The experience of the 1960s may not 
repeat it* elf, nor does it support the view that 
technological change will always create more 



jobs than it destroys. As the Commission itself 
concluded: 

It has become almost a commonplace that 
the world is experiencing a scientific and 
technological revolution . . . According to one 
extreme view, the world— or ai ieast the United 
States— is on the verge of a glut of productivity 
sufficient to mp.ke our economic institutions 
and the notion of gainful employment obso- 
lete. We dissent from this view. We believe 
that ... it diverts attention from the real prob- 
lems of our country and the world. However, 
we also dissent from the other extreme view 
of complacency that denies the existence of 
serious social and economic problems related 
to the impact of technological change, 10 

Worker displacement is one of these prob- 
lems. Undeniably, advances in technology have 
contributed to the strength of American indus- 
try, but it is equally clear that technology can 
promote industrial competitiveness while limit- 
ing employment. Changes in process technol- 
ogies that increase productivity enable fewer 
workers to produce the same output. If produc- 
tivity rises at a faster rate than output, the level 
of employment in the relevant sectors will fall. 
If changes in productivity are rapid and em- 
ployment shrinks correspondingly, normal turn- 
over and attrition cannot handle the needed 
work force reductions, and workers are dis- 
placed. Even if the economy is expanding and 
jobs are being created in other industries, 
many displaced workers still face adjustment 
problems. 

Labor-saving technology has been a signifi- 
cant factor in the falling employment levels of 
the textile industry, for example. Between 1955 
and 1977, production in the textile industry 
rose 113 percent, while employment dropped 
by 22 percent, 11 This trend still holds for the 
textile industry, and is increasingly found in 
other industries as well. 



10 Ibid.. p. 1. 

u Vinod K. Aggarwal with Stephan Haggard, "The Politics of 
Protection in the U.S. Textile and Apparel Industries/' Amer- 
ican Industry in International Competition: Government Policies 
and Corporate Strategies, John Zysman and Laura Tyson (eds.) 
(Ithaca, NY, and London: Cornell University Press, 1983), p. 259. 
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Employment in the steel industry dropped 
from a peak of 726,000 workers in 1953 to 
289,000 workers in September 1985. Output 
rose moderately in the 20 years 1953-73, from 
112,000 tons to 151,000, but declined after- 
ward, dropping to 93,000 tons in 1984.* Ac- 
cording to one analysis, "there has been a 
steady improvement and change in technology 
that is used by the U.S. steel industry . . . This 
has led to the reduction in employment." 12 The 
outlook for steel employment, moreover, is not 
expected to improve: "The remainder of the 
decade will probably see further losses in jobs 
with total employment approaching the 200,000 
level by 1990. " ,3 

^ The automobile industry probably faces a 
similar future. It has already lost jobs due to 
a combination of foreign competition, plant 
modernization, and maturity of the market. 14 
In May 1979, employment in the auto indus- 
try was at an all time high of 1,048,000 work- 
ers. Six years later, in May 1985, employment 
in the industry stood at 883,000— a drop of 
185,000, or about 16 percent. It probably will 
fall further by 1990, even if the industry's mod- 
ernization and reinvestment program allows 
it to regain the competitiveness it lost in the 
1970s, 15 because it is highly unlikely that the 
demand for motor vehicles will increase as rap- 
idly as productivity. 

Steelworkers are probably the most visible 
of today's displaced workers, but there are 
others from a variety of industries. Some ana- 



American Iron and Steel Institute. Figures for 1985 were not 
yet final when this reported was prepared, but indicated a fur- 
ther drop in steel production, to below 90,000 tons. 

"Joel S. Hirschhorn, Testimony at Joint Hearings, Technol- 
ogy and Employment befc/e the House Committee on Science 
and Technology, Subcommittee on Science, Research and Tech- 
nology and the House Committee on the Budget, Task Force on 
Education and Employment, Serial No. 41 (Committee on 
Science and Technology), Serial No. TF4-4 (Committee on the 
Budget), June 1903, p. 283. 

"Ibid., p. 285. 

"U.S. Congress, Office of Technology Assessment, U.S. In- 
dustrial Competitiveness: A Comparison of Steel, Electronics 
and Automobiles, OTAISC-135 (Washington, DC: U.S. Govern- 
ment Printing Office, 1981). 

"See, for example, ibid., p. 95; and Alan Altshuler, Martin An- 
derson, Daniel Jones, Daniel Roos, and James Womack, The Fu- 
ture of the Automobile: The Report of MIT's International Au- 
tomobile Program (Cambridge, MA: The MIT Press, 1984), pp. 



lysts expect that the introduction of new tech- 
nologies, such as computers and telecommu- 
nications, will make it increasingly difficult to 
maintain employment in a number of indus- 
trial sectors. 

A critical question, of course, is the effect of 
technological change on employment as a 
whole, on the creation of new jobs as well as 
on the destruction of old ones. Rosenberg says: 

It seems to be much easier to anticipate the 
employment-displacing effects of technologi- 
cal change than the employment-expanding 
ones . . . Even a casual glance back into history 
appears to confirm this ... In the 1950s, when 
the computer was still in its infancy, it was 
confidently predicted that all of America's fu- 
ture needs would be adequately catered to by 
a dozen or so computers. Even Thomas Edi- 
son, a genuine inventive genius, is said by one 
of his biographers to have anticipated that the 
phonograph would be used primarily to rec- 
ord the death-bed wishes of elderly gentle- 
men!" 

Whether technological innovation will in the 
future create more jobs than it destroys is not 
known. What is certain is that such innovation 
will continue to require reallocations of ihe 
work force. 

Besides affecting the number of people work- 
ing in particular industries, technology also 
powerfully affects the kinds of work people do. 
The aggregate effects of these changes, how- 
ever, are neither simple nor predi stable. Much 
has been written about the de-skiiling effects 
(i.e., reduction in the skill requirements of jobs) 
of new technology, and there is equally volu- 
minous literature on technology's stimulating 
effect on demand for more skilled and better 
educated people. Some observers think both 
things are happening, creating a gap in the 
middle-skill or middle-income range. However, 
the effects of technology on the types of jobs 



"Nathan Rosenberg, Testimony at Joint Hearings, Technol- 
ogy and Employment, before the House Committee on Science 
and Technology, Subcommittee on Science, Research and Tech- 
nology, and the House Committee on the Budget, Taf.k Force 
on Edi'„ation and Employment, Serial No. 41 (Committee on 
Science and Technology), and Serial No. TF4-4 (Committee on 
the Budget), June 1983, p. 283. 
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available and the kinds of tasks workers per- 
form is never independent of human decisions. 
Managers, engineers, designers, and, to some 
extent, workers themselves all have some power 
over the design of work, but none of these 
groups has the exclusive power to define jobs. 
Each group is constrained by the actions and 
decisions of all the others. As a result, if jobs 
are de-skilled, or a skills gap created, the prob- 
lem is not a failure of technology, but one of 
human systems. Chapter 8 gives a more de- 
tailed analysis of the effects of technological 
change. 

Causes of Displacement: 
International Competition 

International trade, like technological change, 
can bring about gains or losses of jobs— gains 
from exports a. d losses (in a less direct and 
consistent way) from imports. In the middle 
1980s, the losses were much more apparent 
than the gains. Trade has many important eco- 
nomic effects, of course, other than those on 
jobs— e.g., putting pressure on national econ- 
omies to concentrate their resources on what 
they produce most efficiently, and bringing a 
wide variety of goods, at low cost, to consum- 
ers throughout the world. This brief discussion, 
and the more detailed consideration in chap- 
ter 9, does not cover the broader aspects of 
trade but concentrates on the employment ef- 
fects, and in particular, on displacement of 
workers. 

Loss of international competitiveness by U.S. 
firms employing U.S. workers also results in 
displacement. A few industries, such as steel, 
apparel, textiles, and shoes, have b jen strongly 
challenged by foreign competitors for decades. 
In the past dozen years, many more industries 
have been affected, a trend much accelerated 
in the 1980s. In 1971, the United States experi- 
enced a trade deficit in merchandise (manu- 
factured and natural resource goods) for the 
first time in 90 years. It totaled $2.3 billion. 17 
Between 1971 and 1985, there were 2 years of 



"Thomas O. Bayard, Trends in U\S. Trade: 1960-79, U.S. De- 
partment of Labor, Bureau of International Labor Affairs. Eco- 
nomic Discussion Paper 7, October 1980, p. 13. 



merchandise trade surpluses (1973 and 1975); 
otherwise, the picture has been one of mount* 
ing deficit. In 1984, the merchandise trade def- 
icit was $107 billion. The job losses due to de- 
teriorating trade balances cannot be measured 
directly, but one source estimated that as many 
as 3 million Americans would be unemployed 
in late 1985 as a result. 16 

The great rise in the value of the dollar since 
1981 is a major reason for the recent unprece- 
dented trade deficits; the rise of the dollar, in 
turn, has been linked to large Federal budget 
deficits and high interest rates— all part of a set 
of complex relationships that are not consid- 
ered in this report. In addition to the power- 
ful influence of the overvalued dollar, a num- 
ber of industries have longer standing and 
more basic competitive problems; they have 
been losing out to foreign producers at least 
since the late 1970s, when the dollar was un- 
dervalued. Examples are steel, autos, machine 
tools, agricultural machinery, radio and TV 
sets, and parts of tho semiconductor industry, 
as well as apparel and footwear. 

There is no one-for-one correspondence be- 
tween job gains due to exports and job losses 
due to imports. The case of exports is simpler, 
however; exports add to the total demand for 
products made in the United States, and stim- 
ulate employment. Even so, exports can rise 
without a corresponding rise in jobs, if labor 
productivity is rising. This occurred in 1984; 
the value of merchandise exports went up $20 
billion, yet the number of export-generated jobs 
decreased slightly, from 4.6 to 4.5 million. The 
level of exports is still the major influence, 
however; jobs due to exports were estimated 
to be 6 million in 1980, and 5 million in 1982, 
after the value of merchandise exports fell from 
$224 to $211 billion (without adjusting for in- 
flation). 

The relationship between jobs and imports 
is more complex. If imports rise, jobs in the 
United States may not decline, for several rea- 

"C. Fred Bergsten, Director. Institute for International Eco- 
nomics. "U.S. Trade Deficit: Causes, Consequences and Policy 
Responses," testimony at hearings on the U.S. Trade Deficit, 
before the House Committee on Ways and Means. Subcommit- 
tee on Trade, March and April, 1984, Serial No. 98-73, p. 180. 
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sons. The most important is that rapidly grow- 
ing world demand may compensate for in- 
creased imports, so that U.S. employment can 
rise even in an industry which is losing part 
of its market share to foreign producers. This 
was the case in the semiconductor industry 
from 1978 through 1984; despite rising imports, 
U.S. employment grew. Only in 1985 were 
some job losses registered in the industry, 
largely due to slumping demand. In the more 
mature auto market, on the other hand, where 
world demand has grown slowly or remained 
static in recent years, U.S. workers have lost 
jobs as foreign producers (mainly the Japanese) 
gained a larger share of the market. 

Firms facing great pressure from imported 
goods or services may cnoose among several 
strategies to protect themselves, including: 

• retooling existing production facilities to 
cut cost and raise efficiency of production; 

• moving production to low-wage countries; 

• moving production to lower wage parts of 
the United States; 

• going out of business, or moving into less 
threatened lines of business; and 

• asking for trade protection. 

Most industries faced with international com- 
petitive pressure take all or most of these steps, 
as did, for example, the textile and apparel in- 
dustries. In 1933, in response to depressed 
prices, the Federal Government instituted price 
supports for cotton." While this provided some 
relief to cotton farmers, it placed some cotton 
textile and apparel manufacturers, who were 
unable to buy cheaper foreign cotton (because 
of a restrictive quota) at a disadvantage. In 
addition, the apparel industry, which had al- 
ways relied on the secondary labor market, 20 
had to raise wages when minimum wage leg- 
islation was enacted (even though apparel 
wages remained much below the average pri- 
vate sector wage). Unable to compete effec- 
tively with cheap foreign cotton and cheap for- 
eign labor, and facing smaller markets due to 

"This description of the textile and apparel industries is drawn 
from AggarwaJ with Haggard, op. cit., pp. 249-312. 

"The secondary labor market includes less skilled people who 
tend to enter and leave the labor market often or those who can- 
not command high wages. 



substitution of other materials for cotton and 
declining per capita expenditures on apparel, 
firms in the industry turned to most of the strat- 
egies listed above. Many firms moved south to 
capture the lower non-union wages; many 
retooled to handle synthetic fibers. Some bus- 
inesses did both. Some firms, particularly 
smaller firms, were unable to adjust, and went 
out of business. Finally, the industries lobbied 
for, and got, trade protection, first the Short 
Term Arrangement in 1961, then the Long 
Term Agreement, and later the Multifiber 
Arrangement, which is in force until July 31, 
1986. 

While these adjustments were taking place, 
many workers were displaced. Employment in 
the apparel industry fell from over 1,4 million 
in 1973 to less than 1,2 million in 1984, This 
loss represents only a fraction of the displace- 
ment that has occurred in this industry. Earlier, 
as firms moved south and west, the share of 
textile industry employment in the Northeast 
dropped from 40,5 percent in 1950 to less than 
22 percent in 1970, "ihe pattern was similar in 
apparel: employment in New York and Penn- 
sylvania, which accounted for 47 percent of in- 
dustry employment in 1950, dropped to 24 per- 
cent by 1975. 

Many other industries today face the same 
kinds of pressure. Some, like the steel indus- 
try, have been pressured by international com- 
petition for decades; others, such as the semi- 
conductor industry, have many challenges still 
ahead of them. Chapter 9 provides a more thor- 
ough discussion of the effects of trade on em- 
ployment. 

Causes of Displacement: 
Changing Consumption 

Finally, changes in domestic consumption 
patterns can cause worker displacement. Pub- 
lic tastes and preferences change. New prod- 
ucts are introduced, old ones are abandoned. 
Blacksmiths lost jobs as the automobile re- 
placed the horse as a primary means of trans- 
portation. Adding machines are replaced by 
hand calculators, and hand calculators, some- 
times, by microcomputers- Often, just a slow- 
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down in the growth of demand for a product, 
while labor productivity is improving, is enough 
to cause displacement in an industry. This was 
true, for instance, in the apparel and footwear 
industries. Between 1950 and 1977, expendi- 
tures on clothing and shoes fell from over 10 



UNEMPLOYMENT 

Displacement problems should not be con- 
fused with unemployment problems. They are 
related, of course. For displaced workers and 
others, finding a job is more difficult when the 
general unemployment rate is higher than in 
more prosperous times. Yet, for many dis- 
placed workers, getting a job is not simple even 
when the unemployment rate is low. Moreover, 
what is considered a low unemployment rate 
has been changing steadily for more than three 
decades. 

The "natural rate" of unemployment is a the- 
oretical concept, defined as the lowest unem- 
ployment rate the Nation can sustain without 
inflationary pressure. This "natural rate" has 
been altered to accommodate a steadily rising 
unemployment rate. This rate, also referred to 
as the "benchmark" rate of unemployment, is 
supposed to represent the rate of unemploy- 
ment society considers acceptable; therefore, 
when the rate is at the benchmark, hill employ- 
ment is considered to exist. 

The concept of a "natural" or "benchmark" 
rate of unemployment is an outgrowth of the 
theoretical relationship between unemploy- 
ment and inflation. This relationship, accord- 
ing to the well-known Phillips curve, is inverse; 
i.e., as unemployment falls below a certain rate, 
inflation rises. In the early 1960s, this "natu- 
ral" rate of unemployment was thought to be 
about 4 percent, 22 This rate was proposed by 
the Kennedy Council of Economic Advisors, 
who concluded that it represented frictional 
and structural unemployment expected to oc- 
cur regardless of economic conditions. If un- 



"John E. Connaughton and Ronald A. Madsen, "Estimating 
Benchmark Unemployment for the 1080s/' paper prepared for 
the 1982 American Economics Association annual meeting. 
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percent of personal expenditures io to less than 
7 percent, 21 Although personal expenditures 
rose in absolute numbers, growth in produc- 
tivity exceeded growth in demand for apparel. 



"Aggarwal with Haggard, op. cit., p. 256. 



AND DISPLACEMENT 

employment fell below 4 percent, many econo- 
mists believed, inflation would begin to rise 
sharply, 23 

With the rising unemployment rate in the 
1970s, some analysts attempted to reestlmate 
the "natural" rate, using economic modeling 
techniques. Most current analyses conclude 
that the "natural" rate of unemployment has 
increased following World War H. According 
to a recent staff study of the Joint Economic 
Committee QEC), the natural rate of unemploy- 
ment increased by 2.24 percentage points in 
the 1960s and 1970s, from 4.38 percent be- 
tween 1961 and 1969 to 6.62 percent between 
1973 and 1979, and there are indications that 
it has risen still further since 1979. Connaugh- 
ton and Madsen estimate that the rate increased 
from 4 percent in 1961 to 6,7 percent in 1981, 24 
The increase in the "natural" rate is attributed 
to several factors, but most analyses emphasize 
the increased participation of women and teen- 
agers in the labor force. The JEC, for example, 
attributes 57 percent of the increase in the nat- 
ural rate to increased participation of so-called 
nonprime demographic groups, namely teen- 
agers and women. These groups of people, 
according to the JEC study, have higher unem- 
ployment rates due to their lower skill levels 
and relative lack of work experience. There is 
some evidence, however, that this explanation 
is not entirely correct. In the early 1970s, it ap- 
peared that rising unemployment rates were 
due primarily to youth unemployment. By the 



"Even inflation, according to some analysts, is not enough 
to keep unemployment below its natural rate in the long run. 
See U.S. Congress, Joint Economic Committee, The Natural Rate 
of Unemployment (Washington, DC: U.S. Government Printing 
Office, 1982). 

"Connaughton and Madsen, op. cit. 
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late 1970s, however, unemployment among 
prime-age men had risen. It accounted for 
nearly 57 percent of the increase in the over- 
all unemployment rate between 1977 and 1982; 
during the same period, the contribution of 
prime-age women remained unchanged. 25 

The other major causal factor in the rise of 
the "natural" rate, according to the JEC study, 
is the expansion of the social safety net, includ- 
ing unemployment insurance compensation, 
medical payments, food stamps, and other 
forms of social welfare. These programs change 
"people's attitudes with respect to what is an 
acceptable job, producing an upward drift in 
the natural unemployment rate." 28 

The fact that unemployment rates have been 
on an upward trend since the end of World 
War II suggests that structural unemployment 
is on the rise in the U.S. economy. To attrib- 
ute this treed to a rising "natural rate" of un- 
employment implies that nothing needs to be 
or can be done about it— a very dangerous 
choice. Employment and training programs, 
both for disadvantaged and displaced workers, 
are attempts to counter the effects of structural 
causes that keep people who want jobs out of 
work. To the degree that these programs suc- 
ceed, the trend of rising unemployment rates 
will be halted or reversed. 

Most forecasters expect that, given steady 
economic growth and rising productivity, the 

"Michael Podgursky, "Sources of Secular Increases in the Un- 
employment Rate, 1969-82," Monthly Labor Review, July 1984, 
p. 21. 

"U.S. Congress, Joint Economic Committee, op. cit., p. 13. 



unemployment rate will decline gradually or 
remain about where it is. 27 Some analysts, how- 
ever, anticipate a labor shortage beginning in 
the late 1980s, marking the end of the 40-year 
trend toward increasing unemployment. Ac- 
cording to this school of thought, the rising un- 
employment rates of the past 15 years were due 
mostly to demographic factors— particularly 
the entry of the baby boom generation and 
more women into the labor force. 28 As the num- 
ber of people entering the labor force declines 
in the late 1980s, the unemployment rate is ex- 
pected to fall. Analysts taking this view largely 
discount the effects of structural factors. Other 
observers, pointing to the pervasive and rapid 
adoption of new technologies, and growing 
problems of U.S. international trade and the 
national debt, are less sanguine. 

Without strong, sustained economic growth, 
the most likely prospect is that unemployment 
rates will remain high relative to historical 
standards. With moderate growth, unemploy- 
ment might decline slightly in the next few 
years; with slower growth we might see very 
little decline in unemployment, even with 
fewer new entrants to the labor markets. With 
any kind of recession, unemployment could 
easily climb above 10 percent again, and might 
stabilize at a level even higher than the current 
rate, if historical trends are any guide. In any 
case, it is likely that manufacturing employ- 
ment will continue to fall. 



"Jane Seaberry, "High Jobless Rate Said Socially Harmful." 
The Washington Post, Feb. 22, 1985, pp. D1-D2. 

2, lt should be recognized that neither of these factors explains 
the rising unemployment rates of the 1950s. 



EMPLOYMENT TRENDS: THE UNITED STATES IN THE WORLD CONTEXT 



Despite the relatively high unemployment of 
the mid-1980s, the United States is currently 
the envy of much of tlje industrialized world 
for its ability to create jobs, in contrast to the 
recent performance of Western Europe. In the 
12 years from 1973 through 1984, the United 
States created 19.9 million civilian jobs. 23 Dur- 



J# Comparative statistics in this section are for civilian labor 
force and employment. The numbers change slightly if military 



ing the same period the work force increased 
by over 24 million people (about 27 percent), 
with a resulting rise in the civilian unemploy- 
ment rate (see figure 4-2) from 4.9 percent in 
1973 to 7.5 percent in 1984. Over the same 

employment is included. Data for European countries are ad- 
justed to approximate U.S. concepts. See Joyanna Moy. "Recent 
Trends in Unemployment and the Labor Force, 10 Countries." 
Monthly Labor Review, August 1985; data for years earlier than 
1975. U.S. Department of Labor. Bureau of Labor Statistics. 
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period. Great Britain, France, and West Ger- 
many together lost nearly 3 million jobs, while 
their combined work forces increased by nearly 
3.3 million (4.5 percent). Civilian unemploy- 
ment rates increased from 2.7 to 10.1 percent 
in France, 0.7 to 7.8 percent in West Germany, 
and 3.1 to 13.0 percent in Great Britain. 30 These 
three countries have fared substantially worse 
than some other Western European nations 
(figure 4-3), but are chosen for discussion be- 
cause their economies most nearly resemble 
that of the United States. 

In light of this comparative record, it has 
been accepted that the United States is much 
more effective at job creation than Europe. 
Analysts and business writers on both sides of 
the Atlantic are engaged in policy debates on 
the reasons for the differences. U.S. "success" 
has been attributed to a variety of factors, rang- 
ing from different rates of investment in labor- 
saving machinery, to cultural values and atti- 
tudes toward risk taking. Much of the disCUS- 
^npublished data, U.S. Department of Labor, Bureau of La* 
bor Statistics. Unemployment data for European countries are 
adjusted to approximate U.S. concepts. Similar data on the ci- 
vilian unemployment rate for selected OECD countries are in 
Joyanna Moy. "Recent Trends in Unemployment and the La- 
bor Force, 10 Countries," Monthly Labor Review, August 1985. 



sion, however, begs a basic question: by what 
standards is the United States doing better than 
Europe? In aggregate numbers of jobs added, 
and also in the rate of job creation, the United 
States is far and away the stellar performer in 
the Western world— partly because it has the 
largest work force of all Western industrial na- 
tions, and has also had the greatest rate of in- 
crease in its work force in the past dozen years. 
Measured by unemployment rates, however, 
the "success" of the United States is a very re- 
cent phenomenon. The unemployment rates of 
West Germany and France were lower than 
that of the United States until 1984, and that 
of the United Kingdom was until 1980. The cur- 
rently lower rate in this country may be due 
in part to a more rapid and complete recovery 
from the global recessions of the early 1980s, 
and not altogether to a fundamentally superior 
ability to create jobs. 

Unemployment rates may not be ideal indi- 
cators of labor market success either. In the 
United States and many other countries in the 
Organization for Economic Cooperation and 
Development (OECD), the concept of unem- 
ployment involves an element of choice. To be 
considered unemployed, a person must be both 
out of a job and looking for one. Workers who 



Figure 4-3.— Civilian Labor Force and Employment in Selected Countries, Percent Change 1973*84 
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are not actively searching for jobs are not de- 
fined as unemployed, but rather as nonpar- 
ticipants in the labor force. In some cases, lack 
of participation may be due to attitudes and 
culture: for example, in some countries, it is 
not customary for women to seek work outside 
the home. However, poor prospects of landing 
a job may also discourage some people from 
looking for work. Thus, low participation rates 
may also be an indication of poor labor mar- 
ket performance." It is useful to look at labor 
force participation rates in addition to unem- 
ployment rates, although neither is an adequate 
indicator of success, or iack of it. 

Measured in terms of the total labor force 
divided by the population of working age (those 
15 to 64 years old), U.S. labor force participa- 
tion rates are high compared both to overall 
OECD labor force participation and the aver- 
age of OECD Europe (figure 4-4). Interestingly, 
low participation rates appear to be related to 
high unemployment rates to some degree. Of 
the 12 countries with lower participation rates 
than the U.S. rate, 7 had higher unemployment 
rates. Only one of the four countries with high- 
er participation raies than the United States 
had a higher unemployment rate. It is a mis- 
take, however, to attach too much importance 
to this correlation. Japan, whose participation 
rate is the same as that of the United States, 
had a far lower unemployment rate (2.7 per- 
cent in Japan versus 9.6 percent in the United 
States in 1983). Both Canada and Great Brit- 
ain, where participation rates are nearly the 
same as in the United States, had higher un- 
employment rates (11.9 and 12.8 percent, re- 
spectively). 

Although comparing unemployment rates, 
labor force participation rates, and growth in 
employment cannot prove conclusively that the 
United States has a better record of job crea- 



"In Italy, for example, discouraged workers (people who want 
a job but have given looking because they think they cannot 
find one) c ,,4 r. umbered the workers counted as unemployed 11 
to 10 in 1982 and 1983, using U.S. concepts. The number of dis- 
couraged workers in the United States amounted to 15 percent 
of the unemployed, both during the recession (last quarter of 
1982) and during recovery (last quarter of 1984). Current data 
on discouraged workers are not available for all OECD coun- 
tries. See Moy, op. cit., p. 17. 



tion than Europe, this country has certainly 
been more successful than the largest Western 
European countries in the 1980s. No single rea- 
son can account for the difference. Although 
part of it may reflect faster U.S. recovery from 
recession, structural factors may play a part as 
well. 

Reasons for Differences in Employment Growth 

Job creation results from the birth of new en- 
terprises, the expansion of existing ones, and 
inmigration (relocation of enterprises from out- 
side the area to inside)* Job losses result from 
the death of enterprises, their contraction, and 
outmigration. In an economy whose labor force 
is growing, such as in the United Staies, more 
jobs must be created than lost simply to main- 
tain employment rates* Even in countries with 
more stable work forces, like West Germany 
and the United Kingdom, job creation is im- 
portant to offset the normal, ongoing economic 
processes that result in job loss* 

There is little persuasive information on 
what factors account for b:gh rates of job cre- 
ation* Despite the obvious connection between 
macroeconomic growth and job growth, the 
growth of gross national product (GNP) alone 
may not be sufficient to provide enough jobs 
to keep employment up* Between 1975 and 
1983, output in the United States and Canada 
grew by 23 percent, and employment increased 
17 percent. In Japan, output went up by 42 per- 
cent while employment rose only 10 percent* 
In Europe, output rose 23 percent while em- 
ployment fell 1 percent*" In West Germany, 
GNP growth was 1 percent in 1983 and 2.5 per- 
cent in 1984; yet the German unemployment 
rate rose in both years. 33 Growth of gross do- 



u The Economist, "The Spectre of Unemployment at London's 
Feast/' June 9, 1984, p. 44. 

M It is possible that the statistics themselves are somewhat mis- 
leading. Some European economists believe European statistics 
seriously overestimate unemployment because they neglect the 
"shadow" or "underground" economy and the employment it 
creates. Economists estimate that the West German underground 
economy adds several percentage points to the country's gross 
national product, according to Eckhardt Wohlers, "The Shadow 
Economy— An Expanding Field of Activity," intereconomics 
(Hamburg: Verlag Weltarchiv Gmbh, September/October 1984), 
especially p. 215. 
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Figure 4-4.— Labor Forct Participation Rattt for Wtsttrn Industrialized Nations, 1983 
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mestic product in France has grown through- 
out the 1980s, averaging between 1 and 2 per* 
cent per year, while the French unemployment 
rate has risen steadily, from 6.4 percent in 1980 
to 10*1 percent in 1984. As a result, European 
analysts take the notion of "jobless growth" 
seriously* Similar concerns are stirring in the 
United States as well* Recently, there have been 
warnings that the United States may undergo 
a "growth recession," or a period of economic 
growth too slow to reduce unemployment 



The jobless growth Europe has experienced, 
and the faster growth in output than in employ- 
ment in other countries, reflects rising produc- 
tivity. Growth in productivity is, of course, a 
desirable economic goal, just as job creation 
is. The higher worker productivity is in a na- 
tional economy, the higher the wages that can 
be supported without loss of competitiveness* 
Growth in output in firms or industrial sectors 
without growth in jobs means higher standards 
of living—at least for the people employed in 
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those firms and sectors. But unless job crea- 
tion is going on elsewhere in the economy, and 
unless nations have workable ways of distrib- 
uting the wealth that comes from rising pro- 
ductivity, the gap between the employed and 
the unemployed will widen. 

Several factors may account for employment 
losses in major European countries over the 
past 10 years. These factors fall into three cat- 
egories: 1) competitive problems, 2) economic 
structure and trade, and 3) labor and capital 
mobility. 

Competitive Problems 

A significant loss of ability to compete in 
world markets can hurt employment. Several 
explanations have been put forward for recent 
losses in competitiveness of European indus- 
trial nations. Among the suggested explana- 
tions are failure to invest enough in technol- 
ogy that would modernize existing industries; 
overinvestment in mature industries with com- 
petitive problems and not enough innovation 
and investment in high-technology growth in- 
dustries; and rising costs, especially labor 
costs, aggravated by inflated currency values. 
Some of these explanations contradict each 
other, and some apply as much to the United 
States as to Europe, thus failing to account for 
the relative success of the United States in cre- 
ating enough jobs for people seeking them. 
However, soma may provide a partial expla- 
nation. 

Failure to enter new kinds of industries can 
damage the competitive position of industrial- 
ized nations. Europe, once a pacesetter in sci- 
entific advance and technological innovation, 
has fallen behind the United States and Japan, 
according to many Europeans. In one example 
of the effects of this loss of leadership, the 
European Economic Community (EEC) lost 17 
percentage points of the market share in world 
exports of high-technology products between 
1972 and 1980. 34 This trend is viewed as a par- 
tial explanation for European difficulties in cre- 
ating jobs, and in some sectors, losing jobs. 

"Robin Knight, "Europe's High-Tech Gap Sets Off Warning 
Bells," t/.S. News and World Report, vol. 98, No. 20, May 27 
1985, p. 45. 



Failure to invest as rapidly as offshore com- 
petitors in technologies to modernize older 
industries has also been blamed for some of 
Europe's troubles. However, this argument ap- 
plies equally to some U.S. industries, for ex- 
ample, steel. U.S. basic steel plants tend to be 
older, less efficient, and smaller than steelmak- 
ing facilities in other countries; failures to in- 
vest adequately in modern technology have 
contributed to the dwindling world market of 
the U.S. industry. Now, without protection, 
segments of the U.S. steel industry would have 
a hard time even in domestic markets. The U.S. 
industry's problems date back to the 1950s and 
1960s; declining steel employment (due in part 
to rising productivity but also to loss of mar- 
kets) is long-established (figure 4-5). Jobs in the 
industry fell, from a peak of 726,000 in 1953, 
to 289,000 in September 1985. 

Ail industrialized countries, in fact, have lost 
competitiveness in industries that are particu- 
larly dependent on production labor. Steel, 
shipbuilding, textile, apparel, and automobile 
production and employment have been hurt in 
almost all major OECD countries, including the 
United States. One hypothesis for Europe's dif- 
ficulty in maintaining employment is that the 
money spent by European governments to prop 
up mature industries with competitive prob- 
lems diverts funds from other, higher growth 
sectors, and may only postpone job loss in the 
mature industries. 35 This argument (which is 
somewhat contradictory to the one blaming 
loss of jobs on failure to modernize older in- 
dustries) is a variant of the idea that European 
countries have not invested enough in techno- 
logically advanced growth industries. Whether 
investment funds are diverted to older indus- 
tries at home, or to high interest ventures in 
the United States— currently a much larger 
diversion— the point is that new industries are 
not being nourished. 

"See, for example, Robert B. McKersie and Werner Sengen- 
berger, Job Losses in Major Industries: Manpower Strategy Re- 
sponses (Paris, France: Organisation for Economic Co-operation 
and Development, 1983), p. 20; National Research Council, The 
Competitive Status of the Steel Industry, prepared by the Com- 
mittee on Technology and International Economic and Trade 
Issues, Steel Panel, Office of the Foreign Secretary, National 
Academy of Engineering and the Commission on Engineering 
and Technical Systems (Washington, DC: National Academy 
Press, 1985), pp. 79-81, 99. 
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Figure 4-5.— Employment in thb U.S. Steel Industry, 1950*85 
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Overinvestment in declining sectors is an 
issue under discussion in West Germany. The 
German Government subsidizes a variety of 
industries, including agriculture and forestry, 
food, wholesale trade, energy, mining, iron and 
steel, shipbuilding, aerospace, railways, and 
shipping. Since 1979, subsidies per employed 
person have risen fastest in iron and steel, and 
shipbuilding. 36 While this kind of subsidy may 
postpone or stretch out the loss of employment 
in declining sectors, subsidies will not prevent 
eventual employment loss, and they probably 
discourage capital and labor from moving to 
higher growth sectors. 

Labor costs and exchange rates also affect 
a country's competitive position. Labor costs 
depend on both wage rates and productivity. 
A country can afford to support higher wages 

^Organisation for Economic Cooperation and Development. 
Germany, OECD Economic Surveys (Paris, France: OECD. July 
1984), pp. 47-49. 



for its workers if their productivity is higher 
than that of workers in other countries. For this 
reason, both the United States and industrial- 
ized European countries have been able to 
afford a relatively high standard of living with- 
out sacrificing their ability to compete in a va- 
riety of sectors. However, when a country's 
wages outrun productivity, or when even high 
productivity cannot overcome the advantage 
of low wage rates, declining competitiveness 
results. Managers often seek to move produc- 
tion offshore or to substitute capital for ex- 
pensive labor in response. Both these strategies 
hurt employment— although less than going out 
of business, which is sometimes the alternative. 

High wage rates are often a deterrent to 
hiring new workers and an incentive to auto- 
mate or produce offshore in order to reduce 
dependence on expensive labor. During the 
1970s, European wages were rising faster than 
European productivity, and the result was that 
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European workers in some sectors priced 
themselves out of the market. European prod- 
ucts became more expensive, hurting both 
sales and employment. 

As an explanation for differences between 
U.S. and European employment gains, how- 
ever, the argument is flawed. During the 1980s, 
the situation reversed, U.S. wage rates in- 
creased dramatically relative to wages in other 
nations, mostly because of the large rise in the 
value of the dollar. (In domestic terms, how- 
ever, real hourly earnings of U.S. production 
and nonsupervisory workers on private non- 
agricultural payrolls were between 5 and 6 
percent lower in 1985 than in 1977.) German 
manufacturing wage rates, once nominally 25 
percent higher than those of U.S. workers, are 
lower than U.S. wage rates at present rates of 
exchange (figure 4-6). 37 Yet the United States, 
after the 1982 recession, was more successful 
in reducing its unemployment rate than was 
West Germany. Also, during the 1970s, when 
hourly compensation in many European coun- 
tries (including West Germany, Sweden, Bel- 
gium, and the Netherlands) was higher in inter- 
national monetary terms than it was in the 
United States, European unemployment rates 
were lower than U.S. rates. 

The cost of other worker benefits, which nan 
also increase labor costs, are not closely related 
to unemployment rates either. Total compen- 
sation, including wages, leave, financial bo- 
nuses, payments in kind (e.g., food, housing, 
medical treatment), and legally required private 
insurance, are higher in most major European 
countries, especially West Germany and France, 
than in the United States. 38 However, total com- 
pensation is also high in Japan, with its excep- 
tionally low unemployment rate. The total com- 
pensation rates of the United Kingdom and 
Canada, where unemployment rates are signif- 
icantly higher than in the United States, are 
close to corresponding U.S. figures. 

"Richard S. Belous, "The Growing Gap Between U.S. and For- 
eign Labor Costs," Congressional Research Service Review, vol 
6, No. 3, March 1985, p. 10. 

••Richard S. Belous, Library of Congress, Congressional Re- 
search Service, "An International Comparison of Fringe Bene- 
fits: Theory, Evidence, and Policy Implications," Report No. 84- 
815 E, pp. 13-16. 



Exchange rates have a much more profound 
influence on competitiveness than simply their 
effect on wage rates. High currency values 
make all of a country's products more expen- 
sive to foreigners, and make foreign goods 
more attractive in the domestic market. If ex- 
change rate imbalances persist, it becomes dif- 
ficult to create employment in industries with 
heavily traded products. 

Great Britain learned this lesson in the first 
two decades after World War II, when British 
governments tried to maintain the traditional 
value of the pound sterling to protect its role 
as a reserve currency and the position of 
London as a financial clearinghouse." That 
created unrealistic exchange rates that hurt 
British exporters. Britain finally devalued its 
pound in 1967, and agreed to let the pound 
float in 1971, but by then a great deal of dam- 
age to British manufacturing and employment 
had been done; according to one analysis, "It 
is hard to exaggerate the devastating conse- 
quences of the overvalued currency on British 
industry." 40 

The effort to devalue the pound was under- 
mined in the late 1970s. North Sea oil earnings 
strengthened the pound, not necessarily with 
respect to the U.S. dollar, but certainly com- 
pared to other EEC currencies. This further 
encouraged imports, depressed exports, and 
generally depressed domestic employment. It 
was not until 1984, as oil prices fell, that the 
pound dropped relative to other currencies. 41 

The United States now faces a similar prob- 
lem. Since 1980, the dollar has risen signifi- 
cantly against other currencies (figure 4-7), de- 
pressing U.S, exports and encouraging imports 
and offshore production. The result is a rec- 



,f John Zysman, Governments, Markets, and Growth: Finan- 
cial Systems and the Politics of Industrial Change (Ithaca. NY: 
Cornell University Press, 1983), p. 173. 

"Ibid., p. 174. 

« During 1984, the pound fell 26 percent, to a record low of 
$1.05; at one point, the pound sank below a one-to-one exchange 
rate against the Soviet ruble. The British central bank stabilized 
the pound at $1.06, With the decline in the value of the dollar 
from its peak early in 1985, the pound had risen to about $1.40 
in autumn 1985. The source of most of these statistics is 
Lawrence Ingrassia, "Sterling Drops Sharply Despite Good 
Health of the British Economy/' Wall Street Journal, Jan. 17, 
1985 and The Economist, Mar. 9, 1985, p. 104. 
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Figure 4-6.— Hourly Compensation for Manufacturing Production in Selected Nations 
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ord trade deficit, with an accompanying loss 
of up to 3 million jobs. 42 The trade deficit has 
been particularly tough on manufacturing. Man- 
ufacturing employment fell by over 1.6 million 
from 1979 (annual average) to August 1985. 
The overvalued dollar was a significant factor. 

Economic Structure 

Manufacturing employment has declined in 
Europe as well as in the United States. Employ- 
ment in industry declined in every OECD 
country except Japan in 1983, and average 
OECD employment in industry has fallen an- 
nually since 1979. 43 Most of the decline is in 
manufacturing. Most job creation has been in 
services, in OECD Europe as well as the United 
States. 

Several interrelated reasons are often cited 
for losses of manufacturing employment: adop- 
tion of automation and other labor-saving ma- 

"Bergsten, op. cit. 

"OECD statistics show employment by three sectors: agricul- 
ture, industry, and services. Industry employment consists of 
manufacturing; mining; construction; and electricity, gas, and 
water. Most of this is in manufacturing: 70 percent of all indus- 
try employment in Japan is in manufacturing, 69 percent in Can- 
ada, 72 percent in the United States, 71 percent in France, 77 
percent in West Germany, and 74 percent in Sweden. 



chinery, competition from less developed and 
newly industrializing nations, and stagnant 
demand in many sectors. Manufacturing is 
certainly more vulnerable to foreign competi- 
tion than are most service industries. As a 
result, few industrialized nations can expect 
to increase manufacturing employment, and 
many analysts expect absolute declines in man- 
ufacturing employment to continue. 

Countries that depend greatly on manufac- 
turing employment may have difficulty creat- 
ing enough jobs in other sectors to offset their 
losses in manufacturing employment. This may 
be another partial explanation for differences 
in European and U.S. employment. Nearly 30 
percent of employment in OECD Europe is in 
manufacturing, compared to about 20 percent 
in the United States. In 1981, nearly 34 percent 
of German workers were employed in manu- 
facturing, down from nearly 40 percent in 
1970. British manufacturing employment in 
1983 was only 70 percent of what it had been 
in 1973, while services employment was nearly 
10 percent higher. 44 



♦Organisation for Economic Cooperation and Development, 
United Kingdom, OECD Economic Surveys (Paris, Franca* 
OECD, January 1984), p. 28. 
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Figure 4 7.— Multilateral Trade-Weighted Valua of tha U.S. Dollar, 1975*84 (March 1973 «= 100) 
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February 1965 (Washington, DC: U.S Government Printing Office, 1985), p. .'51. 



Labor Mobility 

Labor mobility can be a key factor in job 
creation. There are two aspects to labor mo- 
bility: industry or occupational mobility, and 
geographical mobility. On both counts, Euro- 
pean labor may be less mobile than in the 
United States. 

Proponents of this argument point out that, 
to hire new people readily, employers must be 
able to let workers go without undue difficulty. 
Rigid rules governing firing practices and gen- 
erous nonwage compensation may constitute 
undue difficulty. It is generally more difficult 
for firms in many European countries to fire 
workers (other than for cause) than for U.S. 
businesses. The European approach is to pro- 
tect employed workers, even though jobs or 
operations may be eliminated or redefined. In 
Europe, a combination of collective bargaini ng 
agreements, legislation, and social understand- 
ings discourages or prohibits businesses from 



laying off workers. 45 In West Germany, for ex- 
ample, one company reported that reducing its 
work force took several months and entailed 
negotiations on severance pay and benefits 
with almost every individual worker. 46 Sev- 
erance pay can be quite high. When one auto- 
mobile plant reduced employment in West Ger- 
many several years ago, the cost per laid-off 
worker was nearly $13,000. 47 

Although these policies probably make em- 
ployers more reluctant to hire, and thus hin- 
der job creation in Europe, they do have posi- 
tive effects as well. At least until the recession 
of the 1980s, employment in most of Europe— 
particularly West Germany— has been more 
stable than U.S. employment in the face of cy- 
clical economic variations. For individuals, this 



*»McKersie and Sengenberger. cit., p. 70. 
♦•John Alic, Senior Associate, Office of Technology Assess- 
ment, personal communication, June 19, 1985. 
"McKersie and Sengenberger, op. cit.. p. 77. 
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stability is desirable. However, when structural 
economic change is needed to keep up with 
global competition, such stability may be bought 
at a high price. 48 

Geographic mobility is more difficult in Eur- 
ope than in the United States for several rea- 
sons. First, movement across Europe's many 
national boundaries is considerably more dif- 
ficult than movement within the United States. 
Aside from that, many Europeans are less will- 
ing to move or travel to a new job than U.S. 
workers. 48 In part, this may be a marter of cul- 
ture. One British worker, with 13 years of ex- 
perience at a clay factory before it closed in 
autumn of 1981, refused another job tie com- 
pany offered because it was 15 milei; away. 
"It's a hell of a way off," he said. "I'm not a 
traveling man." 50 However, mobility could also 
be affected by the ease of transportation. U.S. 
workers may be more willing to take work 
farther from home because they are more likely 
to have automobiles. In the United States, the 
number of persons per car averages 1.9; com- 
parable European figures are 2.5 in West Ger- 
many, 2.6 in France. 2.8 in Italy, and 3.4 in the 
United Kingdom.^ 

Employment Trends in the United States 

The foregoing sections have discussed some 
of the reasons why the larger industrial democ- 
racies of Europe have created fewer jobs than 
the United States. However, the apparent U.S. 
superiority originated fairly recently. In the 
1970s, the unemployment rates of the United 
Kingdom, West Germany, and France were be- 
low the U.S. rate. Moreover, the United States 
shares, or is beginning to experience, many of 
the problems Europeans face in creating new 
jobs. The high value of the dollar makes export- 
ing difficult, encourages imports and offshore 
production, and raises U.S. wages relative to 



"Ibid., p. 71. 

"Janet Norwood, "Labor Market Contrasts: United States and 
Europe," Monthly Labor Review, vol. 106, August 1983, p. 7. 

M Barry Newman, "In Britain, the Jobless Tend to Stay Job- 
less as Hirers Shun Them," The Wall Street Journal, May 7, 1984, 
p. 24. 

"Christopher Wood, "Another Turn of the Wheel," The Econ* 
omist, March 2, 1985, p. 3. 



those of workers in other countries. U.S. in- 
volvement in world markets has increased, and 
so has the proportion of the U.S. economy 
which is exposed to foreign competition. In 
some sectors, outmoded plant and equipment 
diminish the competitiveness of U.S. industry. 
In much of the manufacturing sector there is 
great competitive pressure to invest in labor- 
saving machinery. Some service industries, 
such as banking and insurance, face similar 
pressure. 

On the other hand, the greatest influx of new 
jobseekers into the U.S. labor market is over. 
According to many analysts, that flood of en- 
trants was at least partially responsible for ris- 
ing unemployment rates of the 1970s. Rates of 
labor force growth have slowed and are ex- 
pected to continue slowing down. Between 
1970 and 1980, the labor force grew annually 
by nearly 2.6 percent. The U.S. Bureau of La- 
bor Statistics (BLS) forecasts that the labor 
rorce will reach 131.4 million in 1990, which 
means growth of less than 2.1 percent per year. 
From 1990-95, BLS forecasts labor force growth 
slowing to 1.0 percent per year. 52 

Employment Growth 

Overall employment grows when the number 
of jobs created exceeds the number of jobs that 
disappear. In the United States, published em- 
ployment figures refer only to net develop- 
ments, rather than aggregate numbers of jobs 
created and lost. In general, the United States 
loses about 8 percent of its jobs each year, 
meaning that it must replace about half of its 
job base every 5 years. 53 Between 1970 and 
1984, the United States added 26.3 million net 
jobs. During the same period, the work force 
increased by 30.7 million people, and unem- 



"Randolph Brown, "Demographics of the Current and Future 
of American Work Force," Profit Sharing, vol. 32, November 
1984, p. 6. 

"David L. Birch, Director, Program on Neighborhood and Re* 
gional Change, Massachusetts Institute of Technology, testimony 
at joint hearings on Technology and Employment before the 
House Committee on Science and Technology, Subcommittee 
on Science, Research and Technology, and the House Commit- 
ter on the Budget, Task Force on Education and Employment, 
Serial No. 41 (Committee on Science and Technology), Serial 
No. TF4-4 (Committee on the Budget), June 1983, p. 87. 
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ployment rose from 4.9 to 7.5 percent. The 
large increase in the woik force was the result 
of two factors: the entry of most of the "baby 
boom" generation into the labor market, and 
the increase in the participation rate of women. 
Between 1970 and 1982 the participation rate 
of women in the U.S. labor force increased 
from 43.3 to 52.6 percent, while the participa- 
tion rate of men declined slightly, 54 probably 
because rising Social Security benefits made 
it possible for a great many men to retire 
earlier. 

With this expansion came a slowdown in 
productivity growth, which some analysts 
argue was the result of the entry of a large 
group of relatively inexperienced workers. 
Others believe that the rush of new jobseekers 
brought down wages, which made hiring new 
people more attractive, in many cases, than 
capital investment. While the rate of growth 
of capital investment per worker declined, 
employment increased. 

The Shift to Services 

Nearly all the increase in employment since 
1970 has been in service sectors. Of the 26.3 
million new jobs added to the U.S. economy 
between 1970 and 1984, 23.3 million were on 
nonagricultural payrolls; the other 3 million 
were self-employed or employed in agriculture. 
Of the 23.3 million added nonagricultural jobs, 

M Moy, op. cit., p. 47. 



oniy 223,000, or 1 percent, were in manufac- 
turing (table 4-1). 

The slight rise in manufacturing employment 
since 1970 conceals a shorter term trend. Man- 
ufacturing employment peaked in 1979 at 21 
million people and has since fallen by more 
than 1.6 million employees. 85 The sectoral shift 
toward service industries is long-standing. Jobs 
in the service-providing industries began to 
outnumber these in goods-producing industries 
in 1922, and except for World War II have in- 
creased their relative share ever since. Job 
creation figures indicate that the shift toward 
employment in services is continuing. Between 
1970 and 1984, manufacturing employment 
grew by an average rate of only 0.04 percent 
per year, while the number of employees on 
private sector payrolls grew at over 2,1 percent 
per year. Service employment increased at an 
annual rate of 2.76 percent. The growth rates 
of individual sectors ranged from l,u4 percent 

"The decline in manufacturing employment may be over- 
stated. After the 1970s, manufacturing employment fell and did 
not recover fully until 2 to 4 years following the recession. The 
recovery of manufacturing employment less than 24 months into 
the current recovery may therefore be incomplete. On the other 
hand, manufacturing employment fell between December 1984 
and July 1985. While the recovery from the 1982 recession has 
been somewhat more rapid than recoveries from other postwar 
recessions, manufacturing employment has recovered more 
slowly and less completely than in the past— in large part be- 
cause of the trade deficit, never before such a prominent fea- 
ture in a recovery. For a discussion on recovery of manufac- 
turing employment after recessions, see Lynn E. Brown, 
"Structural Change and Dislocated Workers," New England Eco- 
nomic Review" January/February 1985, p. 20. 



Table 4-1.— Growth in Employment, Nonagricultural Payrolls, 1970*84 

Number of new jobs 

Sector (in thousands) Percentage of new jobs 

Total private 

Goods producing 

Mining 

Construction 

Manufacturing 

Service producing 

Transportation and public utilities 

Wholesale trade 

Retail trade 

Finance, insurance, and real estate . . . 

Services 

Government 

Note: Numbers do not add due to rounding. " 

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, En ployment and Earnings, various issues. 



23,276 


100.0 


1,326 


5.7 


375 


1.6 


728 


3.1 


223 


1.0 


21,952 


94.3 


655 


2.8 


1,533 


6.6 


5,214 


22.4 


2,020 


8.7 


9,114 


39.2 


3,415 


14.7 
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per year in transportation services (the high- 
est paying service sector) to 4.29 percent per 
year in "other services," a BLS category that 
includes hotels and other lodging facilities, 
personal services, business services, auto re- 
pair and service, motion pictures, amusement 
and recreation services, health services, and 
miscellaneous services. In the last few years, 
service sectors have accounted for the fastest 
rates of growth in job creation (figure 4-8). 

What kind of jobs are these new service jobs? 
Some service jobs are good jobs by almost any 
definition, but in general, poorly paid work is 
more prevalent in service industries than in 
manufacturing. Altogether, wages in nongov- 
ernmental service-producing industries, where 
the great job growth is taking place, are lower 
than in manufacturing. Of the 56.4 million em- 
ployees in the private service-producing sector 
in July 1985, 45 I j ration— 80 percent— were in 
industries who, Dduction and nonsuper- 
visory workers aic paid less than the average 
for similar workers in all private jobs, and sub- 
stantially less than the manufacturing wage. 
A *verage hourly earnings of nongovernmental 
production and nonsupervisory workers in 
services were $7.73, while comparable earn- 
ings in manufacturing were $9.53. The lowest 
hourly earnings in any major sector were in 
retail trade, in which 17.5 million production 
and nonsupervisory workers made an average 
of tass than $6.00 per hour. 56 As table 4-2 shows, 
employment in many service sectors is con- 
centrated in generally low-paid occupations 
such as those of service, clerical, and sales 
workers. In 1983, the average weekly earnings 
of managerial and professional workers were 
$440, compared to $305 for sales workers and 
$258 for clerical workers. Production workers, 
including precision production, craft, and re- 
pair as well as operators, fabricators, and 



"U.S. Department of Labor. Bureau of Labor Statistics, Em- 
ployment and Earnings, August 1985, tables B-l and C-l. OTA 
calculated the average hourly earnings of production and non- 
supervisory workers in the nongovernmental service-producing 
sector as the weighted average of earnings of workers in five 
industry groups making up the sector; transportation and pub- 
lic utilities; wholesale trade; retail trade; finance, insurance, and 
real estate; and services. 



laborers, had average weekly earnings of $320. 57 
While employment in some service sectors is 
more heavily weighted toward higher paying 
managerial and professional jobs than manu- 
facturing, almost all service sectors have great- 
er concentrations of very low-paid people. 

A frequently voiced concern is that many of 
the jobs in fast-growing industries pay poorly 
compared to jobs in declining industries. One 
study showed that the average weekly earnings 
of production workers in the 20 most rapidly 
declining industries was $310, while the cor- 
responding earnings of production workers in 
the 20 most rapidly growing industries was 
only $210." Of the 20 fastest growing sectors, 
16 were service sectors. Only 6 of the most rap- 
idly declining sectors were in services, while 
10 were in manufacturing. 

From the standpoint of the displaced worker, 
the salient feature about the distribution of the 
new U.S. jobs created in the last 15 years is that 
a great many are low paid and of low status. 
Without substantial re-education or retraining, 
blue-collar workers laid off from declining in- 
dustries are unlikely to be able to get jobs that 
provide opportunities to recapture lost income 
and status. Moreover, the working environment 
of most of these jobs is completely different 
from that of a traditional factory environment. 
For workers used to the social culture, physical 
conditions, hubbub, and noiss of a factory, the 
transition to working in an office, health care 
facility, or restaurant is abrupt. The last ma- 
jor transition, from agricultural to manufactur- 
ing work, may have been less jolting for many 
people. 

Employment in Manufacturing 

While manufacturing as a whole has not cre- 
ated jobs over the past decade and a half, some 

"Earl F. Mellor, "Weekly Earnings in 1983: A Look at More 
Than 200 Occupations/* Monthly Labor Review, January 1985. 
OTA calculated the $320 as the weighted average of the earn- 
ings of operators, fabricators, and laborers ($276), and the earn- 
ings of workers in precision production, craft, and repair ($379). 

"Cited in Lucy Stetson Gorham, "U.S. Industry Employment 
Trends From 1969 to 1995 and the Implications for Economic 
Inequality/' master's thesis, Department of City Planning, Mas- 
sachusetts Institute of Technology, June 1984, pp. 20-22. 



ERIC 



163 



156 • Technology and Structural Unemployment: Reemploying Displaced Adults 



Figure 44.— Rato of Changt in Private Nonagricultural Employment, July 1981 to May 1984' 




Percent 

*Bm*> on seasonally adjusttd data includes only payroll employees 

SOURCE* U S Department of Uoor. Bureau sf Latwr Statistics, establishment survey data 

manufacturing sectors have grown while others 
have declined. The so-called high-technology 
sectors are often identified as the job-creatmg 
sectors of the future, in contrast to mature in- 
dustries like steel, automobiles, textiles, and 
apparel, which will probably continue to lose 
jobs gradually under the most favorable cir- 
cumstances* 

High-technology industry employment varies, 
depending on how high technology is defined, 
from 2.5 to 12.6 million (in 1980)." Not all high- 

"The three definitions used by the BLS are: 
1. industries that employ a proportion of technology-oriented 



technology industries are in the manufactur- 
ing sector. Under the most liberal definition, 
only about 62 percent of the 12.6 million work- 



workers greater than 1.5 times the average for all industries, 
or 5.1 percent of total employment; 

2. industries whose ratios of R&D expenditures to sales are 
more than twice the average for all industries, or greater 
than 6.2 percent: and 

3. industries that satisfy criteria concerning both the relative 
R&D expenditures and the proportion of technology-oriented 
workers. 

For a fuller discussion of these definitions, see U.S. Congress, 
Office of Technology Assessment. Technology. Innovation, and 
Regional Economic Development. OTA-STI-238 (Washington, 
DC: U.S. Government Printing Office, July 1984), pp. 17-20. 
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Table 4-2.— Occupational Distribution of Selected Industries 



Percentages 

Managers and Professional Technical Service Production and Clerical Sales 

lndustr y officers workers workers workers maintenance workers workers 

Manufacturing 6.6 6.9 2.9 1.8 681 11 5 2 2 

Banks, credit 19.0 6.1 0.7 2.2 0 5 70*2 1 2 

Securities and commodities 

, brokers 17.2 14.2 1.5 2.4 1.3 44.3 190 

Insurance, real estate 15.5 10.3 1.2 9.5 8.5 40 9 141 

Hotels, etc 6.8 2.0 0.2 65.4 8.0 16 4 1 2 

Personal services 11.6 5.1 0.3 35.9 28.0 15 9 3*2 

Business services 9.0 12.5 5.7 26.2 14 1 28 7 3 8 

Auto repair 14.9 0.9 0.1 1.5 64.9 15*5 00 

Miscellaneous repair 13.8 2.3 6.2 1.3 577 13 3 4*9 

Health services 5.9 20.9 17.7 32.6 4*2 18 5 01 

Legal services 6.7 38.0 0.3 1.5 01 535 -1 

Wholesale trade, durables 11.2 5.7 4.2 0.9 27.6 29 1 21 3 

Wholesale trade, nondurables . . . 10.2 3.6 07 2*0 35*1 28 0 20 5 

General merchandise stores 9.2 2.5 0.2 5 8 11 1 24 6 46 5 

Food stores 10.4 1.4 0.1 11.1 27*5 32*7 167 

Eating and drinking 7.6 04 — 85.3 1.1 4.2 1.2 

SOURCES: U.S. Department of Labor, Bureau of Labor Statistics, "Occupational Empioyment in Transportation, Communications. Utilities, and Trade," Bjlletln2220 
0/Vasn ington, DC: U.S. Government Printing Office), December 1984, p. 6; US. Department of Labor, Bureau of Labor Statistics. "Occupational Employment 
In Mining, Construction, Finance, and Services." Bulletin 2186 (Washington, DC: U.S. Government Printing Office), February 1984, p. 5- U.S. Department 
™^ r i Bu . rea !I of J£? r st * tlst,cs - "Occupational Employment in Manufacturing Industries." Bulletin 2133 (Washington, DC: U S. Government Printing 
Office), September 1962, p. 4. 



ers in these industries— some 7.7 million em- 
ployees—worked in the manufacturing sector. 
Under the most restrictive definition, all 2.5 
million high-technology employees worked in 
manufacturing. Whatever the definition, high- 
technology employment grew faster than total 
wage and salary employment between 1972 
and 1982. Under the broader definition, employ- 
ment grew by 20 percent; under the narrower, 
by nearly 40 percent. 60 

High-technology employment probably will 
not compensate for lost blue-collar jobs in other 
manufacturing sectors for two reasons. First, 
employment in some high-technology indus- 
tries is increasingly skewed toward managerial 
and professional occupations, again affording 
the worker displaced from traditional manu- 
facturing few options. For example, production 
jobs in the semiconductor industry have been 
going offshore, 61 leaving the industry in this 
country with a heavier concentration of man- 
agers and professionals. Moreover, high-tech- 
nology industries account for only 3 to 13 per- 
cent of employment (depending on definition), 
and even rapid growth may not offset losses 

"Ibid., pp. 19-23. 

"John A. Alic, Martha Caldwell Harris, and Robert R. Miller, 
"Electronics in the World Economy," mimeo, p. 17. 



in other parts of manufacturing, which account 
for far more jobs. 

Second, high-technology manufacturing, like 
many traditional manufacturing sectors, has 
problems with foreign competition. In many 
electronics industries, Japanese and other man- 
ufacturers have made inroads into areas of 
former U.S. strength. In consumer electronics, 
for example, many U.S. firms succumbed over 
the last decade to pressure from Japanese, 
Korean, and Taiwanese manufacturers. Few 
radios or black-and-white televisions are made 
in the United States today, and color television 
manufacture is mostly an assembly operation. 
No video cassette recorders are made in the 
United States, and import penetration of home 
and auto radios and stereo systems was over 
76 percent in 1982. 62 

Other electronics sectors, such as semicon- 
ductors and computers, are still strong, but 
have become much more vulnerable to foreign 
competition. The trade balance in semicon- 
ductors fell from a surplus in 1980 to a deficit 



"U.S. Congress, Office of Technology Assessment. Interna- 
tional Competitiveness in Electronics, OTA-ISC-200 (Washing- 
ton, DC: U.S. Government Printing Office, November 1983), pp. 
11-12. 
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of nearly $3 million in 1984. The trade surplus 
in computing equipment fell roughly 15 per- 
cent during that time. Employment in both 
industries has been hurt; employment in com- 
puting equipment was down by nearly 32,000 
between August of 1984 and August of 1985, 
with nearly all the losses in production 
employment. Total employment in the semi- 
conductor industry fell by 7,200 between 
August 1984 and August 1985; production 
employment declined by 19,600 (more than 
offsetting a rise in non-production jobs). Other 
high-technology sectors are facing problems 
too, Aircraft manufacture, long a bastion of 
U.S. manufacturing strength, is facing strong 
competition from Airbus Industrie of Europe. 63 

High-technology manufacturers, and U.S. 
manufacturing in general, have bepn hurt by 
unfavorable currency exchange rates. Yet in 
some high-technology sectors, competitive 
problems have other causes. Many high-tech- 
nology sectors still lead in innovation, produc- 
tion costs, and technology over even the most 
sophisticated foreign rivals. However, without 
serious attention to such things as quality con- 
trol, investment in modern capital equipment, 
research and development, and the design of 
manufacturing systems that integrate people 
and machinery in cost-effective ways, the lead 
could erode. 64 

High-technology industries are certainly a 
bright spot in the U.S. economy. For instance, 
while employment in computers is modest 
compared to the job count in many other in- 
dustries, it is quite clear that computer tech- 
nology has created large numbers of jobs and 
new enterprises throughout the economy. The 
same is true of telecommunications. What is 
not clear, however, is whether rapidly 
changing technology will mean the United 
States can continue to create enough new jobs 
to avoid a crisis in the future. While many 
analysts have concluded from past experience 



""Europe's Airframe Makers Expand Penetration of Trans- 
port Market," Aviation Week and Space Technology, vol. 122, 
No. 11, Mar. 18, 1985, pp. 204-212. 

"See, for example, U.S. Congress, International Competitive- 
ness in Electronics, op. cit.; and John W. Wilson, "America's 
High-Tech Crisis/* Business Week, Mar. 11, 1985. pp. 56-67. 



that "technology creates more jobs than it de- 
stroys/' this is too simplistic a view. Technol- 
ogy does create jobs, but never alone; other 
factors— e.g., general economic growth; gov- 
ernment spending; and changes in world com- 
petition, demand, and population— are equally 
important in affecting employment. It is more 
accurate to say that technology creates jobs 
only through advances that can increase de- 
mand for existing products or create new de- 
mand for new products. Therefore, there is no 
evidence that technological advance alone will 
continue to stimulate employment. It is not safe 
to assume that high-technology sectors will 
rescue the workers displaced from traditional 
manufacturing sectors of the economy. Few 
workers displaced from traditional manufac- 
turing, especially unskilled or semiskilled 
workers, can expect to make easy transitions 
to high-technology industries. Those who do 
will probably earn substantially less (if they 
originally worked in the steel or automobile 
industries) or little more (if they came from 
apparel or textile industries) than they made 
in traditional sectors. 

Business Size and Job Creation 

It is generally thought that small businesses 
create more jobs than large ones. As a result, 
some analysts believe that fostering small busi- 
ness will stimulate job growth. In much of Eur- 
ope, where problems in creating new jobs have 
recently been particularly acute, many govern- 
ments have invested in programs to aid small 
business, or help individuals to start new busi- 
nesses. These programs have had a small, but 
positive, impact on aggregate employment 
growth, although often not enough to make up 
job losses from mass layoffs or closures of ma- 
jor employers. 85 

Do small businesses really create more jobs? 
Will investing in small business spur employ- 
ment growth? The available information is 
equivocal, suggesting a need for caution. Evi- 
dence on job creation by size of business is 
thin, but all quantitative studies conclude that 

"Graham Todd, Creating New Jobs in Europe: How Local Inh 
tiatives Work, Special Report No. 165 (London: The Economist 
Intelligence Unit. April 1984), pp. 10*11. 
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small establishments are responsible for more 
than their share of net job creation, when 
"share" is measured by the proportion of em- 
ployment in various sizes of establishments. 
Small establishments— those with fewer than 
100 employees— were responsible for over 80 
percent of net job creation between 1969 and 
1976" and 78 percent between 1978 and 
1980. 67 Small establishments employ only about 
49 to 54 percent" of the private sector labor 
force. 

Establishment data, however, do not tell a 
complete story. Small businesses are not the 
same as small establishments. According to 
Armington and Odle, while " ... 91 percent 
of businesses with employees have only a 
single location ... the other 9 percent that are 
multi-location firms employ 62 percent of the 
private sector work force and consequently 
have a substantial impact on aggregate mea- 
sures." Looking at job creation data from the 
standpoint of firms rather than establishments, 
the findings change markedly. Small businesses— 
defined as establishments in firms with fewer 
than 100 employees— employed 36 percent of 
the labor force and generated 39 percent of net 
new jobs between 1978 and 1980. w Another 
study reaches a different conclusion: it shows 
that enterprises with 20 or fewer employees 
accounted for 38.5 percent of net job creation 
between 1976 and 1982, although they had only 
about 20.5 percent of total employees. 70 The 



"David L. Birch, "Who Creates the Jobs?" The Public Inter- 
est, fall 1981. 

•'Catherine Armington and Marjorie Odle, * 'Small Business- 
How Many Jobs?" The Brookings Review, vol. 1, No. 2, winter 
1982, pp. 14-17. 

"There are three different databases that relate employment 
to establishment and business size: the Unemployment Insur- 
ance (UI) database, the Dun and Bradstreet Market Identified 
File (DMI), and County Business Patterns (CBP). CBP data show 
54.5 percent of employment in small establishments (with less 
than 100 employees), UI data show 51 percent of employment 
in small establishments, and DMI shows 48.4 percent of employ- 
ment in small establishments. Source: Bruce D. Phillips, Sen- 
ior Economist, Office of Economic Research, Small Business 
Administration, "A Comparison of Three Establishment-Based 
Data Sources, the Dun and Bradstreet Market Identifier File 
(DMI). County Business Patterns (CBP), and Unemployment In* 
surance (U.I.) Data, 1977*1978/* mimeo draft. 

••Armington and Odle, op. cit., p. 15. 

'•U.S. Small Business Administration, The State of Small Busi- 
ness: A Report of the President (Washington, DC: U.S. Govern* 
ment Printing Office, May 1985), p. 22. 



seeming contradictions of these studies have 
not been resolved; the Small Business Admin- 
istration simply reports that "[t]he 1978*1980 
period appears to be an aberration." Whether 
this is true, or whether the percentage of new 
jobs created by small businesses varies for 
identifiable reasons, is unknown. The prepon- 
derance of evidence seems to support the view 
that small firms do indeed create more than 
their share of new jobs; however, the evidence 
is not very strong or consistent. 

Job creation in the small-business sector is 
also related to activity in larger enterprises. 
Many larger businesses increasingly rely on 
temporary and contract personnel to supple- 
ment their own work forces during times of 
expansion. 71 In part, this is to avoid the costs 
of hiring (the "social overhead") and firing 
(including severance pay and services to laid- 
off workers); the motive is also to maintain 
stable and good relationships with the perma- 
nent work force. As a result, at least some of 
the job creation of small businesses is depend- 
ent on growth in larger businesses. This kind 
of job growth probably would not be greatly 
affected by aid to small businesses* 

There is some evidence that small establish- 
ments account for a disproportionate number 
of first jobs. By examining first regular civil- 
ian jobs of males less than 22 years old, Schiller 
concluded that small establishments account 
for 67 percent of initial job attachments, while 
employing 58 percent of the entire work force. 72 
This study does not clearly distinguish between 
small firms and small establishments, and the 
kinds of workers studied are too restricted to 
allow general conclusion. However, it provides 
suggestive evidence that small establishments 
account for more hiring of new labor market 
entrants then large business. 

Job growth in small businesses— establish- 
ments or firms— is also quite volatile. Birch 
concludes that: 



7, Caroy W. English, ''Behind Hiring of More Temporary Em- 
ployees," t/.S. News and World Report, Feb. 25, 1985, p. 76. 

"Bradley R. Schiller, " 'Corporate Kidnap* of the Small* 
Business Employee." Public Interest, summer 1983, pp. 72-87. 
Unfortunately, Schiller does not distinguish "firms" from "es- 
tablishments." 
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The road to future growth is a tortuous one 
indeed . . . Dynamic, job creating establish- 
ments appear to oscillate, or pulsate, con- 
stantly. Periods of expansion are the best 
predictors of future decline, and declining 
periods are the foundation upon which future 
business growth is based. Stable firms, those 
that have somehow isolated themselves from 
the ups and downs in the world around them, 
are the most likely to fail in the end . . . Just 
as failure appears essential to our system, so 
does instability. 73 

Other studies (Armington and Odle, and 
Tietz) agree; Tietz notes an even greater degree 
of volatility than Birch. 74 Moreover, Tietz finds 



w Birch» op. cit., p. 8. 

'♦Findings are cited in Richard Greene, 'Tracking Job Growth 
in Private Industry." Monthly Labor Review, September 1982. 



that the bulk of employment growth is con- 
centrated in a small percentage of small estab- 
lishments. Many small firms are born and die 
within a very short time; firms that "make it" 
often grow rapidly. At some point, small suc- 
cessful firms often turn into large ones, some 
through continued growth, and some by acqui- 
sition. Sometimes, successful small firms ac- 
quire others, or are acquired by others. In the 
latter case, some people may lose jobs. While 
this kind of flexibility appears to be good for 
the economy, it can be jolting for individuals, 
for a large number of small businesses fail. 
Flexibility in business creation, growth, con- 
traction, and death may provide a degree of 
overall economic stability which is not matched 
at the individual level. Job security is not a 
feature of employment in the small-establish- 
ment or small-business sector. 
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OVERVIEW AND FINDINGS 



Governments in most modern industrial na- 
tions have shown a strong interest in helping 
adult displaced workers train for and find new 
jobs. In an increasingly competitive world, a 
dynamic, adaptable, and generally open na- 
tional economy exacts high costs in labor force 
shifts. For the affected workers, families, and 
communities to bear the full brunt of these 
costs is neither equitable nor, in a democratic 
country, politically practicable. Assistance to 
displaced workers is a positive part of a na- 
tional policy to keep the United States com- 
petitive. 

In addition, programs that help displaced 
workers get back on their feet can save public 
spending on the social safety net, including 
unemployment insurance, food stamps, Med- 
icaid, and welfare. Assistance to displaced 
workers may also diminish less tangible social 
costs— impaired health, family strife, the de- 
cline of communities, and the waste of human 
potential. On the positive side, programs for 
displaced workers may serve to break bottle- 
necks by training and supplying workers in de- 
mand by growing industries. 

The United States has had less consistent, 
less comprehensive policies on displaced work- 
ers than many other industrialized nations, 
where problems of adjusting to international 
competition are longer standing. In response 
to the fears about automation 25 years ago, Fed- 
eral programs to help displaced workers were 
adopted for the first time in 1961. As the econ- 
omy prospered throughout the decade, the fo- 
cus of employment and training programs soon 
shifted to disadvantaged workers. Early in the 
1980s, the deep recession, combined with ag- 
gressive international competition, rapid tech- 
nological change, and extensive restructuring 
of many industries, once more brought displaced 
workers to the center of public attention. 



The Job Training Partnership Act 

Title III of the Job Training Partnership Act 
(JTPA) of 1982 was a response to renewed con- 
cern about displaced workers. By 1985, over 
700 projects were serving displaced workers, 
or were being planned. The Title III program 
was supported by Federal funding of $223 mil- 
lion in fiscal year 1985, plus contributions by 
States from public or private sources to match 
part of the Federal grants. 

In late 1985, the Title III program had been 
in existence for only about 2 years. At this 
point, it was premature to make judgments 
about all aspects of the program's effectiveness. 
Many States spent a good part of the first 2 
years organizing their programs, and in the 
transition year (the first 9 months of operation, 
from October 1983 through June 1984), the rate 
of spending was slow. In that period, the Title 
III program provided services to 96,100 dis- 
placed workers. In the following program year 
(July 1984 through June 1985), 132,300 newly 
enrolled displaced workers were served. Those 
served were probably fewer than 5 percent of 
the eligible population. It is not certain how 
many American workers are eligible for JTPA 
Title III services, but over 3 million adult work* 
ers were displaced from their jobs in 1983, and 
most of them were probably eligible. 

Of 177,700 U.S. workers (new enrollees and 
holdovers) who participated in Title III pro- 
grams during the 1984 program year, begin- 
ning July 1984, 113,600 officially terminated 
from the program; the rest remained in the pro- 
gram past the end of the reporting year. Of the 
terminees, 65 percent found jobs. Reemploy- 
ment wages for those who found jobs averaged 
about $6 per hour, approximately three-quar- 
ters of the average wage for production and 
nonsupervisory workers in the private sector 
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at the time. In most States, programs were 
strongly oriented toward prompt placement in 
new jobs. In accordance with the major em- 
phases in the law, States are in active charge 
of the program, the Federal role is minor, and 
the influence of private business is strong— 
especially in the orientation toward placement, 
low costs, and marketing of the program with 
potential employers. The act's requirement for 
emphasis on training and related employment 
services, with limits on spending for adminis- 
trative and support services, has been satisfied. 

Whether the program is a sufficient and ef- 
fective response to the problem of worker dis- 
placement is a question still to be answered. 
In this regard, several issues are of particular 
interest to policymakers: 

• One important issue is whether vocational 
skills training is getting enough emphasis 
in Title III programs. For many workers 
displaced from semiskilled and unskilled 
manufacturing jobs, the best hope of get- 
ting a well-paid new job, either in manu- 
facturing or in a service sector, lies in 
retraining. Even though, in general, the 
majority of displaced workers are more in- 
terested in getting a new job promptly than 
in retraining, training is a very important 
component of a well-run program. 

Reporting on the mix of services offered 
in Title III projects is not required, and 
information on the subject is extremely 
scanty. The available evidence indicates 
that most projects emphasize job search 
assistance much more than vocational 
training. Several factors influence this 
choice, including the stress placed by pro- 
gram directors and business advisors on 
quick job placement as a goal and on low 
costs in achieving it, and the expressed de- 
sire of many clients to get back to work as 
quickly as possible. Figures on spending 
support the idea that training is a minor 
component of the Title III program. In the 
transition year, spending per worker in the 
program averaged $768, and in the 1984 
program year, $895; these figures compare 
with spending per worker of up to $3,000 
in projects that are strongly committed to 



vocational training, which is usually the 
most expensive option in displaced worker 
projects. 

• Another concern is the lack of attention 
in most Title III programs to remedial and 
brush-up education for displaced workers 
whose basic skills are inadequate or rusty. 
Many State program directors, unlike local 
project staff members, see little need for 
these services, either because they believe 
their clients have adequate basic skills or 
because remedial education is available 
elsewhere (e.g., in public schools at night). 
Not all States follow this pattern, however. 
Remedial education gets considerable at- 
tention in States with large numbers of 
non-English-speaking workers. Also, some 
individual projects funded by Title III have 
offered exemplary remedial education 
services. The emphasis in JTPA programs 
on prompt job placement and low costs, 
and the failure of the law to set a goal of 
improving displaced workers' basic sk ; lls, 
may together discourage Title III projects 
from offering remedial education. 

• A leadir>s concern of State Title III pro- 
gram directors is the need for early warn- 
ing of plant closures and large layoffs, so 
that help can be offered to workers before 
they are out of a job. JTPA allows pre- 
layoff assistance, and some States try to 
provide it, yet they are often hampered by 
not knowing in advance when layoffs will 
occur. Other States are not prepared to re- 
act promptly to news of layoffs. Some com- 
panies that want to provide timely help to 
workers they are laying off have sought 
technical assistance from State Title III 
programs, but have not received a prompt 
effective response. A number of States 
would like to use JTPA funds for "preven- 
tive" retraining of active workers to try to 
avoid displacement. JTPA authorizes serv- 
ices to workers only after they have re- 
ceived notice of termination. 

• Another issue is reliable, sufficient fund- 
ing for the Title III program. Two years 
after the program officially began, Con- 
gress voted to cut Federal Title III fund- 
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ing by 55 percent. In proposing the cut in 
early 1985, the Administration cited a slow 
rate of spending due to lack of demand for 
extensive vocational retraining, and a large 
carryover of unspent funds. Several other 
factors contributed to the States' initial 
slow rate of spending: the inevitable de- 
lays in starting up a major new program 
and, in many States, a conservative ap- 
proach in saving funds for contingencies. 
As States gained more experience with dis- 
placed worker programs, many spent at a 
faster rate, and most had fully obligated 
their Title III funds by the end of the 1984 
program year (June 30, 1985). However, 
State reports for program year 1984, which 
became available in fall 1985, showed that 
the carryover of unspent funds was still 
large on an aggregated, nationwide basis. 

In cutting funds for Title III, Congress 
expressed no intent to cut the level of pro- 
gram services; both House and Senate 
Appropriations Committees stated their 
expectation that the carryover funds, to- 
gether with the new smaller appropriation, 
would be enough to maintain the same 
program level. It appeared, however, that 
because of differences in rates of spend- 
ing and carryover funds among States, 23 
States would have less money for services 
to displaced workers in 1986 than their 
1985 allocation. States that got an early 
start in providing services and spent most 
of their allocated funds might have to cut 
services. Responding to this concern, Con- 
gress directed the Secretary of Labor to 
give first priority for discretionary Title III 
funds to States that would otherwise have 
to cut back services, and to keep Congress 
advised of the possible need for supple- 
mental funds. What effect the funding 
changes will have on the stability, quality, 
and level of services to workers is not yet 
clear. 

• A problem that became apparent as Con- 
gress considered fiscal year 1986 appropri- 
ations for Title III is that reports on State 
programs are neither timely nor adequate. 
The reports are due 6 weeks after the end 
of the program year (end of June), but are 



usually not complete until several weeks 
later. Thus, when Congress is considering 
the budget for the following year in the 
spring through the fall, the latest State 
reports on program activities are several 
months to more than a year old. Moreover, 
information in the reports is scanty. The 
Labor Department requires that States re* 
port only the amount of Title III funds 
spent during the year, numbers of work- 
ers served, numbers officially leaving the 
program, numbers placed in jobs, and a 
few characteristics of participants. The 
reports do not include information on obli- 
gation of funds, only on spending; nor do 
they state how many workers are receiv- 
ing what kind of service (e.g., vocational 
skills training, remedial education, reloca- 
tion assistance, job search assistance, and 
on-the-job training). 
• Federal direction and oversight of the 
JTPA employment and training programs 
are minimal. While some State officials 
welcome the noninterventionist policy of 
the U.S. Department of Labor, others are 
fearful that, without guidance from the De- 
partment, some project services will be dis- 
allowed by Federal auditors. Some States 
have imposed tight regulations and con- 
siderable paperwork requirements on Ti- 
tle III projects to avoid trouble with audits 
later. One Labor Department service that 
many States would like is more exchange 
of information about Title III practices in 
other States, and about their successes and 
failures in providing services. 

Other Federal Programs 

Trade Adjustment Assistance (TAA) is a ma- 
jor Federal program open to displaced adult 
workers who lost their jobs due to foreign com- 
petition. Although much reduced from its 1979- 
80 peak, TAA was still funded at about $70 mil- 
lion per year and served some 30,000 workers 
annually in 1984-85. For eligible workers, TAA 
offers extended unemployment benefits, train- 
ing assistance, and help with relocation to find 
a new job. Unlike the Title III program, TAA 
extends income support to workers in approved 
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training, and it provides more generous relo- 
cation help than most Title III projects. TAA 
authority technically expired at the end of 1985, 
when Congress failed to pass the budget recon- 
ciliation bill that proposed a longer term reau- 
thorization of TAA. A continuing resolution 
was passed, which allowed certified eligible 
workers to continue to receive relocation and 
retraining assistance through fiscal yecr 1986. 
However, the full TAA program may be re- 
vived, as the 99th Congress is expected to give 
it further consideration in the second session. 

The nationwide network of federally funded 
Employment Service (ES) offices plays a sub- 
stantial role in serving displaced workers. Most 
commonly, the local Title III project buys from 
the local ES office services such as placemen* 
or helping clients to learn job search skills. 
Without the funds from Title III projects, ES 
offices could not offer displaced workers such 
services as assessment, job counseling, job de- 
velopment, and referral to suitable training. 

Congress has shown special interest in two 
services that the ES system can provide. First, 
JTPA, h\e other employment and training laws 
before it, calls for the Secretary of Labor to 
establish a computerized interstate system to 
pool ES job orders nationwide and match ap- 
plicants with job openings. The Interstate Job 
Bank, in operation since 1984, goes some way 
toward the goal of linking the State ES net- 
works into a national system. However, the 
bank's coverage is limited to hard-to-fill tech- 
nical and professional jobs, and it is by no 
means fully automated. Technologically, the 
system could be fully automated, but first many 
State systems would have to be upgraded. The 
costs of a fully automated interstate job bank 
have not been carefully estimated. 

It may be questioned whether the benefits of 
fully computerizing the interstate job bank and 
extending its coverage to lower paid, lower 
skill jobs would be worth the cost, consider- 
ing that an interstate job bank is useftil only 
to workers who might want to relocate. How- 
ever, such a system might encourage the relo- 
cation of a broader range of workers; A it 
proved effective it might also encourage more 



listings by employers and more applications by 
well-qualified workers. Information is scanty 
on both the costs and benefits of a fully com- 
puterized nationwide system, or on the inter- 
mediate step of upgrading State systems. 

JTPA also calls on the Labor Department to 
help States provide detailed information about 
local labor markets. The weakest element in lo- 
cal labor market information is data on occu- 
pations currently in demand. One reason is 
that State ES systems do not have the expert 
staff and funds to analyze information that is 
currently collected. Cuts in Federal funding in 
the last few years have led some State ES 
offices to reduce research and analysis staff. 
Federal assistance to States for collection of oc- 
cupational data on a State and substate basis 
may also be reduced. The Administration op- 
poses Federal spending for labor market infor- 
mation that is not explicitly required by law 
or strictly related to national labor market in- 
formation programs. 

Non-Federal Programs to Help 
Displaced Workers 

A number of States have set up their own 
programs to aid displaced workers. A few na- 
tional collective bargaining agreements have 
established funds for the same purpose (e.g., 
the United Auto Workers' agreements with 
General Motors and Ford for retraining funds). 
A major element in both the State and private 
programs is retraining of active workers to 
avoid displacement. JTPA does not cover this 
kind of activity. The State and private preven- 
tive retraining programs are funded at tens of 
millions of dollars per >cor; by far the greater 
share of training and education of active work- 
ers is done by employers, who spend billions 
per year on these activities. 

Some States and communities have also un- 
dertaken to help firms that are in danger of go- 
ing out of business. The point is not only to 
avoid the costs of displacement for workers 
and their families, but also to preserve the eco- 
nomic life of communities. In a dynamic econ- 
omy, some plant closings and labor shifts are 
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inevitable, but not every closing is unavoidable. 
Key considerations for State governments or 
communities considering efforts to save threat- 
ened firms are: 1) Is there enough time to adopt 
a corrective strategy? 2) Are there realistic 
prospects for the firm's profitability that are 
likely to attract alternative investors? 3) Are 
management and labor willing to make sac- 
rifices to create a more productive and profita- 
ble enterprise? In many cases, plants can be 
saved only at the cost of some jobs as produc- 
tivity improves. States and communities can 
help troubled firms in several ways, including 
promoting labor-management cooperation; es- 
tablishing continuing programs, such as rapid 
response teams, technical consulting services, 
and flexible financing; and, as needed, help- 
ing to find new financing or a new owner. 

Labor Policies and Adult Worker Training 
in the United States and Other 
Industrial Democracies 

Many industrialized nations have adopted la- 
bor policies that are designed to deal with em- 
ployment problems and to improve the contri- 
bution of labor to national competitiveness. 
Among them are programs for the retraining 
and reemployment of adult displaced workers. 
Experience with such programs in other indus- 
trial democracies may provide useful lessons 
for the United States, keeping in mind that pol- 
icies which succeed in other cultures do not 
always travel well. 

An example is Sweden's large and costly la- 
bor programs, which account for 2 to 3 per- 
cent of the country's gross national product, 
and generally provide services to 5 or 6 per- 
cent of the labor force per year. The major serv- 
ices are wage subsidies, retraining, and pub- 
lic service employment. This combination has 
helped to keep Swedish unemployment rates 
below 3.5 percent even in the recession of the 
1980s, when unemployment rates in large 
European countries and in the United States 
were 10 percent or more. Sweden's inflation 
rates since 1971 have been about average for 
European countries, and generally above those 
in the United States. 



A Swedish Government agency operates 
what is generally considered a well-run adult 
training program and nationwide employment 
service. Business and labor are involved at all 
levels in determining the kind of training 
needed. Many laid-off workers, especially the 
less skilled, enter training; while in training 
they receive stipends roughly equal to unem- 
ployment insurance. The Swedish system also 
prov ies individualized job-hunting services 
for workers who do not requip* training. Rapid 
response, to avoid long layoffs, is emphasized. 
Man Jal^ry advance notice of plant closings al- 
lows early action to assist displaced workers. 

Major drawbacks to the Swedish system, be- 
sides its cost, are some untoward effects on eq- 
uity and efficiency. Established workers are the 
main beneficiaries of the system, not those just 
entering the labor force. Also, the system prob- 
ably depends in part for its success on having 
immigrant guest workers take less secure jobs. 
The system may discourage worker mobility, 
and industry innovation and entrepreneurship. 

In Canada, labor policy is a less formal so- 
cial partnership between business, govern- 
ment, and labor than a number of selective in- 
terventions by the national government to 
correct deficiencies in the private market. 
Nonetheless, Canadian labor programs are 
lar^e; in fiscal year 1984, the national govern- 
ment spent $1 billion of its $89 billion budget 
for adult training programs alone. About 2.3 
percent of the labor force took part in govern- 
ment-sponsored training. Training courses are 
usually lengthy (averaging 1 year) and trainees 
are eligible for extended unemployment insur- 
ance or allowances. 

A point of practical interest to U.S. policy- 
makers is the positive example of Canada's In- 
dustrial Adjustment Service (IAS). At modest 
expense to the taxpayer (about $108 per year 
for every worker served), this small federal 
agency gives effective reemployment assis- 
tance (not including expenditures for retrain- 
ing) to workers displaced by plant closings. 
This is accomplished by efforts at the plant 
level to turn up jobs. In fiscal year 1982-83, the 
Canadian IAS program served about 36,000 
workers displaced in plant closings and large 
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layoffs— equivalent to approximately 350,000 
workers in the much larger U.S. labor force. 
This suggests that more effective delivery of 
readjustment services to displaced American 
workers might stimulate higher levels of par- 
ticipation than the 4 or 5 percent currently 
served by JTPA Title III projects. 

Despite Canada's active policies to help dis- 
placed workers find jobs and to provide retrain- 



ing to adults, Canadian unemployment rates 
have bee.: high relative to those of most indus- 
trialized nations in the past dozen years, and 
were somewhat higher than U.S. rates (an aver- 
age of 6.8 v. 6.3 percent from 1970 through 
1981). Canada vas hit very hard by the reces- 
sion and had not recovered in 1984, when its 
unemployment rate was still over 11 percent. 



THE EVOLUTION OF DISf 

U.S. displaced worker programs originated 
in the automation scare of the late 1950s and 
early 1960s, when unemployment was on the 
rise and thousands of workers were losing jobs 
in industries undergoing structural change. 
The Federal Government, some of the States, 
private business, and labor unions all became 
involved in helping displaced workers. 

Federal Employment and Training Programs: 
1960-83 

The first Federal program for retraining and 
reemployment of displaced adult workers since 
the Great Depression was established in 1961, 
under the Area Redevelopment Act (ARA). 
During his West Virginia travels in the 1960 
Presidential campaign, John F. Kennedy pledged 
Federal assistance to lift the Appalachian re- 
gion out of its long decline and to help chroni- 
cally unemployed workers of the area to find 
jobs. One result of this pledge was the ARA 
program, funded at $14.5 million and available 
only to unemployed or underemployed work- 
ers in depressed areas. It offered free 16-week 
training courses and provided allowances equal 
to unemployment benefits during training. 
Other Federal programs were combined with 
this retraining to bolster economic develop- 
ment in depressed areas, especially Appalachia. 

The Manpower Development and Training 
Act (MDTA) of 1962 created a much larger dis- 
placed worker program. MDTA was adopted 
in response to a rising national unemployment 
rate (approaching 7 percent in 1961) and to 



HCED WORKER PROGRAMS 

growing fears that technological changes were 
radically and permanently altering American 
industry, reducing jobs, and displacing mid- 
career adult workers. Under MDTA, unem- 
ployed and underemployed workers could take 
retraining courses of up to 1 year and draw a 
weekly allowance equal to unemployment ben- 
efits. Originally funded at $100 million a year, 
the aim of the program was to retrain adults, 
especially those displaced by technological 
change. 

Within a year or two, the focus of Federal 
training efforts began to shift. The unemploy- 
ment rate dropped and fears about automation 
faded. Public and congressional concern turned 
from displaced adult workers to the disadvan- 
taged— poorly educated, unskilled workers 
with unstable work histories, and youths with 
no job experience at all. Congress amended 
MDTA in 1963 to allow spending of one-quar- 
ter of the funds on training for youths under 
22, and money was also provided for literacy 
training. The following year, President John- 
son declared his War on Poverty, proposing 
new, bigger programs for job training and job 
creation, but now targeted to disadvantaged 
young people and unemployed heads of house- 
holds, many of them welfare recipients. 

Throughout the 1960s and 1970s most of the 
focus remained on disadvantaged workers. The 
Comprehensive Employment and Training Act 
(CETA), signed into law by President Nixon in 
1973, changed the mechanisms but not 'he 
main goal of the program, namely to help peo- 
ple handicapped by poverty, race, age, disabil- 
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ity, or limited education to get a job. CETA 
consolidated nine earlier programs (including 
MDTA); transferred the responsibility for run- 
ning them from the Federal Government to 476 
prime sponsors, broadly representative local 
committees acting under the direction of mayors, 
county officials, or in some cases governors; 
and added a large new public employment 
component. As unemployment rose during the 
1970s, the CETA program grew from $1.4 bil- 
lion in 1973 to $10.3 billion in 1979, and pub- 
lic sector employment became much larger 
than training. By the end of the decade, train- 
ing accounted for only one-quarter of the money 
spent on the program. Box 5A briefly describes 
the results of government-sponsored adult 
worker training programs of past years— MDTA 
and the training component of CETA. 

Programs to help adult displaced workers did 
not drop completely out of sight during the 
later 1960s and 1970s. Most of the programs 
were quite small and targeted specifically to 
groups whose jobs might be affected by par- 
ticular congressional actions. For example, log- 
gers, sawmill workers, and others who might 
be displaced when Congress established the 
Redwoods National Park got special benefits 
in the Redwood Employee Protection Program. 1 

By far the largest of these special programs 
was Trade Adjustment Assistance. It was es- 
tablished in 1962 to compensate and retrain 
workers who lost their jobs to foreign compe- 
tition due to lowered tariffs. TAA reached few 
workers in the next 12 years because proving 
that job losses were caused by lowered tariffs 
and certifying the affected workers was too dif- 
ficult. In 1974, after a new round of tariff re- 
ductions, Congress liberalized TAA, making 
eligibility easier and extending benefits. 

The revised TAA offered a generous bene- 
fits package to groups of workers who lost their 
jobs as a consequence of foreign competition: 
income maintenance at a higher level and for 
a longer period than unemployment insurance 



'For a description of these special programs, see U.S. Con- 
gress, House Committee on Ways and Means, Federal Provisions 
for Special Employee Income Protection Programs and the Un- 
employment Insurance Program, Committee Print 96-49, Feb. 
15, 1980. 



provided, plus training and relocation assis- 
tance. In its first 4 years (fiscal years 1976-79) 
the revised TAA program cost about $844 mil- 
lion, providing assistance to about 500,000 dis- 
placed workers. But in 1980 and 1981, with* 
large layoffs in the auto industry, spending shot 
up to $3.1 billion. Over 800,000 workers re- 
ceived TAA assistance in those 2 years. 

From 1976-81, TAA funds went mainly to in- 
come maintenance, with little spent for retrain- 
ing or other forms of readjustment assistance. 
Only $43 million of $3.9 billion, or $11 of every 
$1,000 spent, went for training, out-of-area job 
search, and relocation. Of the 1.4 million work- 
ers eligible for TAA, only 48,000 (3,5 percent) 
entered training, and 10,000 (fewer than 1 per- 
cent) got job search or relocation assistance. 
Only about one-third of those eligible for train- 
ing ever heard about it, and the funds for train- 
ing had to be borrowed from CETA, which had 
many other groups to serve. Moreover, bureau- 
cratic delays in certifying workers' eligibility 
were very long. The average worker waited 14 
months after layoff before getting his first TAA 
check, and by that time, half the affected work- 
ers were back at work. 

Congress undid most of the income mainte- 
nance provisions of TAA in 1981, Cash bene- 
fits were cut back to the level of unemployment 
insurance (UI) payments, and were allowed to 
begin only after UI eligibility was exhausted. 
The training component of the program was 
kept alive, and in 1982 Congress earmarked 
funds for it ($25 million) for the first time. 

In the 1978 CETA amendments, Congress 
had included a small program for displaced 
workers. As CETA neared its expiration date 
in 1982 and Congress considered whether to 
renew it, displacement of experienced adult 
workers was once again an urgent issue. With 
the economy in the trough of the deepest reces- 
sion since the 1930s, with millions of workers 
on the streets, and with the distinct possibil- 
ity that many would never return to their old 
jobs in the mill or on the assembly line, Con- 
gress enacted for the first time in 20 years a 
broad new program to assist displaced work- 
ers. It is contained in Title III of the Job Train- 
ing Partnership Act of 1982, successor to 
CETA. 
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The Job Training Partnership Act 

JTPA was a product of bipartisan coopera- 
tion and compromise in Congress. It retained 
CETA's primary emphasis on job assistance for 
the disadvantaged, but with major changes. 
The new law was designed to support train- 
ing. Public service employment was discon- 
tinued. The law also put direction of job train- 



ing programs in the hands of State Governors 
rather than local prime sponsors under super- 
vision of the Department of Labor. In addition, 
JTPA gave the business community, in the 
form of Private Industry Councils (PICs), ma- 
jor new responsibilities for designing local pro- 
grams, identifying local job opportunities, and 
taking part in administering the programs. 
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Two other important changes responded to 
criticisms of CETA. First, income support for 
trainees was much diminished. Critics had 
charged that the training allowances under 
CETA were quite often higher than the wages 
trainees could earn in paid employment, thus 
encouraging people to enroll for the wrong rea- 
sons* Others argued that many workers sim- 
ply cannot afford training unless some form 
of income support is available, even if not as 
much as CETA provided. In the end, JTPA did 
not explicitly prohibit income payments to 
trainees, but did specify that 70 percent of the 
Federal funds going to JTPA projects must be 
spent on training and related employment serv- 
ices, leaving no more than 30 percent for ad- 
ministrative costs and support services. A limit 
of 15 percent was set for administrative ex- 
penses. Even though the law does not impose 
a strict 15 percent limit on support services 
payments, 2 this leve! has served as a rough 
guide to PICs and State and local officials. In 
the first 2 years of implementation, JTPA proj- 
ects spent much less than 15 percent on sup- 
port services. 

Finally, JTPA specifically mandates perform- 
ance standards for evaluating job-training pro- 
grams, with rewards for success and sanctions 
for failure. The criteria for success of displaced 
worker programs are "placement and retention 
in unsubsidized employment/' CETA contained 
no such explicit statutory requirements for per- 
formance. 

JTPA's Title III (the section directed to adult 
displaced workers) focuses, like the rest of the 
law, on training. But training "and related em- 
ployment services" are broadly enough defined 
to include many forms of reemployment assis- 



'Title II A of JTPA, for disadvantaged workers, specifies the 
conditions under which a waiver may be granted for exceed- 
ing the 30-percent limit on supportive and administrative serv- 
ices. Supportive services may include needs-based income pay* 
ments and services that enable workers to participate in training, 
such as health care, transportation, and child care. In Title III, 
for displaced workers, there is a 30-percent limit on spending 
for supportive services, wages, allowances, stipends, and costs 
of administration. The limit applies to Fedeul funds provided 
by formula tc all of the States, but not to discretionary grants 
made by the Secretary of Labor. In any case, the limit applies 
to no more than half the total amount of Federal and non-Federal 
funds available to Title III programs. 



tance, such as counseling and job search serv- 
ices. Relocation assistance may also be pro- 
vided. Exactly what services are provided, 
how, by whom, and for whom, is left up to the 
States. The only restrictions the law imposes 
on eligibility are that workers receiving bene- 
fits must fall into one of the following cate- 
gories: 

1. ihey have been terminated or laid off or 
have received notice of layoff, are eligible 
for unemployment insurance or have ex- 
hausted it, and are unlikely to return to 
their old industry or occupation; or 

2. they have been laid off or received notice 
of layoff in a permanent closing of a plant 
or facility; or 

3* they are long-term unemployed and have 
little chance of finding a new job in their 
old occupation or one similar to it in the 
area where they live; this includes older 
people whose age creates a barrier to em- 
ployment. 




Photo credit: Downrtvor Community ConHmco 



Under Title Itt of the Job Training Partnership Act, 
displaced workers can receive training for 
new occupations. 
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Title III accounted for $223 million of the 
$3.8 billion allotted to JTPA in program year 
1984. 3 State contributions from non-Federal 
sources are required to match about three- 
quarters of the Federal Title III money. As 
much as half of the match, however, can be UI 
payments to participating workers; also, the 
match does not have to be in cash, but may be 
in kind (e.g., office space and overhead con- 
tributed by community colleges). Altogether, 
the Title III portion is a relatively small part 
of the the whole JTPA program. Yet compared 
with what was previously available in Federal, 
State, and private programs for displaced 
workers, it was a huge infusion of new money. 
Before JTPA, there were a handful of displaced 
worker projects. By mid-1985, even with the 
very slow startup under Title III, hundreds of 
projects were in existence throughout the 
Nation. 

The Employment Service and 
Unemployment Insurance 

This brief history of Federal programs serv- 
ing adult displaced workers would not be com- 
plete without a mention of the Employment 
Service. Created by Federal law during the 
Great Depression, it is the oldest government 
service available to displaced workers, or any- 
one seeking a job. It was intended to serve the 
entire Nation with clearinghouses to bring job- 
seekers together with employers trying to fill 
job vacancies. Today, the system is a combined 
Federal-State enterprise, with the Federal Gov- 
ernment establishing standards, issuing guide- 
lines, prescribing activities, and providing the 
funds. The States are in charge of running the 
ES offices, in 2,400 locations across the country. 

In theory, an ES office can do nearly every- 
thing a displaced worker project can do, ex- 
cept pay for training. It can counsel clients, 
help them sharpen job search skills, test them 
to find out their vocational and educational 
skills, refer them to training, contact employers 
to turn up jobs for them (i.e., develop jobs), as 



3 Federal funds under JTPA are provided to States in program 
years lasting from July 1 to the following June 30, rather than 
in Federal fiscal years from October 1 to September 30. 
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well as perform the traditional role of match- 
ing jobseekers with requests from employers. 
In fact, for many reasons— not least that ES 
staff has been stretched thinner over the years 
as more duties were laid on and the labor force 
grew— the ES usually provides very few of 
these services. In 1981, 7 percent of all job- 
seekers coming to ES offices received counsel- 
ing, 5 percent skills testing, 1 percent training 
referrals, and 12 percent special efforts to de- 
velop jobs. Twenty-three percent of applicants 
were eventually placed in jobs. 4 

A serious drawback to displaced workers 
using the ES for its most basic and traditional 
service— finding jobs— is that many of the jobs 
listed with the ES are not very good. About 38 
percent of the job listings flowing into ES 
offices are in low-pay low-status occupations; 
these jobs represent only 11 to 15 percent of 
total U.S. employment. 5 Experienced workers 
accustomed to middle-class wages may not get 
much help from the ES in finding a good new 
job. Moreover, the jobs listed with the ES are 
few compared with jobs that may actually be 
open on the "hidden job market," but are nei- 
ther listed nor advertised. A Federal survey in 
1973 showed that only 5.1 percent of people 
looking for work in the previous year found 
jobs through their local ES office. 8 

One of the principal extra duties ES offices 
perform, in addition to job matching, is admin- 
istering UI benefits. (The fact that most work- 
ers call the Employment Service "the unem- 



«U.S. Department of Labor, Employment and Training Report 
of the President (Washington, DC: U.S. Government Printing Of- 
fice, 1982). These figures, for fiscal year 1981, are the most re- 
cent published on ES activities. The President's Employment 
and Training Report has not been published since 1982. 

9 Nearly half the job orders filled within 1-day by ES offices 
are for these occupations. They include domestic worker, res- 
taurant worker, janitor, farm worker unskilled construction la- 
borer, and service station attendant. Sae U.S. Department of La- 
bor, Employment and Training Administration, The Public 
Employment Service and Help Wanted Ads (Washington, DC: 
U.S. Government Printing Office, 1975), pp. 68-70. 

fl By comparison, 34.9 percent were placed through direct ap- 
plication to employers, 26.2 percent through word-of-mouth in- 
formation from friends and relatives, 13.5 percent through news- 
paper ads, 5.6 percent through private employment agencies, 
and the remainder by various means. See U.S. Department of 
Labor, Bureau of Labor Statistics, Jobseeking Methods Used by 
American Workers, Bulletin 1886 (Washington, DC: U.S. Gov- 
ernment Printing Office, 1975), p. 7. 
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ployment office" is a tribute to the prominence 
of this task.) The purpose of unemployment in- 
surance, also created by Federal law during the 
depression, is to provide temporary income 
replacement for workers who have lost jobs 
through no fault of their own. 

The UI system covers 97 percent of wage anr \ 
salary workers, although only a jout 30 to 50 
percent of unemployed workers have actually 
collected benefits in recent years. The rest were 
ineligible because they had been unemployed 
so long that they exhausted their benefits, or 
because they had never worked, or had not 
worked long enough to qualify, or had left their 
jobs voluntarily. The proportion of unemployed 
workers eligible for UI in the United States is 
low compared with other industrialized coun* 
tries. For example, in August 1984, Sweden, 
West Germany, and Japan compensated over 
60 percent of their unemployed, while the com- 
parable figure in the United States was 31 
percent. 7 

Regular UI benefits last 26 weeks. The per- 
manent Extended Benefits program, the costs 
of which are shared equally by the Federal Gov- 
ernment and by the States, can provide another 
13 weeks of coverage wher the insured unem - 
ployment rate in a State is high; 8 the triggers 

'For a complete description of the UI system, see U.S. Con- 
gress, House Committee on Ways and > feans, Background Ma- 
terial and Data on Programs Within t/r jrisdiction of the Com- 
mittee on Ways and Means, Committee Print 99-2, Feb. 22, 1985. 

The insured unemployment rate in a State is the percent of 
workers covered by unemployment compensation who an col- 
lecting benefits. This rate has been substantially lower than the 
total unemployment rate in recent years, reflecting the fact that 
half or fewer of unemployed workers were collecting benefits. 
In 1983, when the civilian unemployment rate averaged 10.1 per- 



are high enough that not many States qualified 
throughout the entire 1982-83 recession. In Jan- 
uary 1985 only Alaska and Puerto Rico were 
eligible. The temporary Federal Supplemental 
Compensation (FSQ program, authorized by 
Congress for September 1982 through March 
1985 and phased out thereafter, underwrote UI 
extensions of 8 to 14 weeks in all States and 
was paid for entirely by Federal funds. Some 
displaced workers covered by union contracts 
can also collect supplementary unemployment 
benefits (SUBs); fm the most senior workers, 
SUBs together with UI may replace as much 
as 95 percent of earnings and last as long as 
2 years. 

The two main objectives of UI are: 1) to pro- 
vide a cushion for unemployed workers be- 
tween jobs, and 2) to help stabilize the econ- 
omy in recessions. For displaced workers who 
have little hope of ever returning to their old 
jobs, UI can serve another purpose as well: pro- 
vide a source of income while the workers 
learn job search skills or retrain for a new oc- 
cupation. However, the relatively brief dura- 
tion of UI, the low level of compensation in 
some States, and the difficulty of collecting it 
during retraining in some States and some cir- 
cumstances all make it a somewhat uncertain 
source of income for displaced workers who 
choose training and education. 



cent, the insured unemployment rate was 4.3 percent. The com- 
parable figures for 1984 were 7.8 and 2.9 percent. In 1985, in 
nost States, the Extended Benefit program was activated if the 
current 13-week average insured unemployment rate was 6 per- 
cent or above. Some States with high total unemployment rates 
did not qualify for the program because their insured unemploy- 
ment rates were much lower. 



FEDERAL DISPLACED WORKER PROGRAMS OF THE 1980s 



By 1985, displaced worker projects were nu- 
merous and diverse. Delays in gearing up the 
new JTPA Title III program were common, but 
even so, more than 700 project sites existed in 
1985, either providing services or planning to 
do so. 9 



•U.S. Congress, General Accounting Office, unpublished in- 
formation. 



Status of Title III Programs 
Participation 

In the first 9 months of the Tide III program's 
existence— the transition year from October 
1983 through June 1984— some 96,100 displaced 
workers signed up for services; in the follow- 
ing program year, July 1984 through June 1985, 
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177,700 workers were served, including 132,200 
who were newly enrolled during the year, How 
many of the workers eligible for services are 
taking part in Title III programs is not certain, 
but it appears that participation is below 5 per- 
cent In calendar year 1983, 3.3 million adult 
workers lost their jobs because of plan! clos- 
ings or relocations, abolition of positions or 
shifts, or "slack work/* 10 Some of the job losses 
due to slack work may have been cyclical, but 
most of the 3.3 million job losers probably 
would fit the definition of displaced workers 
that the States generally use to determine eligi- 
bility for Title III programs." Taking 3 million 
as a rough estimate of eligible displaced work- 
ers in 1983, about 4 percent participated. 

Of the workers terminating from Title III pro- 
grams by June 30, 1985 (that is, officially leav- 
ing the program by that date), 65 percent were 
male, 70 percent were white, 80 percent were 
high school graduates, and 94 percent were 
over 22 years old. Minority workers were over- 

"Unpublished information from the U.S. Department of La- 
bor, Bureau of Labor Statistics (BLS), based on the survey of dis- 
placed workers described in Paul O. Flaim and Ellen Sehgal, 
"Displaced Workers of 1979-83: How Well Have They Fared?" 
Monthly Labor Review, June 1985. The figure of 3.3 million in- 
cludes all adult workers who lost jobs because of plant closings 
and employment cutbacks, regardless of tenure on the job. 
According to the BLS definition of displacement, which includes 
tenure of 3 years on the job lost, about 1.5 million workers were 
displaced in 1983. The BLS definition is more restrictive than 
the definition of eligibility used by most States. 

"See the section entitled Eligibility, this chapter, for a discus- 
sion of States* definitions of workers eligible for Title III services. 



represented in Title III projects. They accounted 
for 30 percent of participants, but only 14 per- 
cent of all displaced workers (following the Bu- 
reau of Labor Statistics definition) from 1979 
to 1983 (see table 5-1 and refer to ch. 3). 

Outcomes 

Of the 177,700 displaced workers taking part 
in Title III programs in program year 1984, 
113,600 were terminees at the end of June 1985 
(the rest remained in the program past that 
date). Of the terminees, 74,200 (65 percent) 
were reported as having "entered employ- 
ment." 12 This entered employment rate, achieved 
in a time of economic stability and moderate 
growth, is comparable with the placement rates 
of the MDT A programs for adult workers in 
the 1960s. 53 



"U.S. Department of Labor, Highlights of JTPA Program Per- 
formance for Titles 11A and 111 During the JTPA Program Year 
1984 (Washington, DC: Department of Labor, November 1985). 
The other major source for data in this section was an OTA sur- 
vey of officials of State Title HI programs. OTA conducted the 
survey by telephone from November 1984 through February 1985 
and received information from 49 of the 50 States. Not all States 
were able to supply all the information requested. Despite some 
inconsistencies in the reporting and the incomplete data, the 
telephone survey yielded information not available elsewhere 
about the early implementation of Title III programs. 

"Placement rates for displaced workers in MDTA projects 
were generally about 70 percent in the 1960s, also a relatively 
prosperous period. See Gerald G. Somers, Retraining the Un- 
employed (Madison, WI: The University of Wisconsin Press, 
1968) 



Table 5-1.— Enrollments, Outcomes, and Selected Characteristics of Terminees, 
JTPA Title III Program, October 1983-June 1985 

October 1983-June 1984 July 1984-June 1985 

New enrollments 96,ioo 132,000 

Terminations 50,500 113,600 

On board at end of period 45,600 64 100 

Entered employment; 1 

Number J6,500 74,200 

Percentage of terminations 72% 65% 

Selected characteristics of terminees: 

Male • 68% 62% 

Minority 30 3 q 

22 years and older 95 94 

High school graduate 78 80 

NOTE: Figures are for 50 States, Puerto Rico, and Territories. " — 
SOURCE: U S. Department of Labor, Employment and Training Administration, "Highlights of JTPA Program Performance for 
Titles HA and III During ihe JTPA Transition Year {October 1963-Jun* 1984)," November 1984; and "Highlights of 
JTPA Program Performance for Titles HA and III During tha JTPA Program Year 1084 (July 1984-June 1986) 
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Table 5-2 shows by State the number of dis- 
placed workers enrolled in Title III projects 
during the transition year, the entered employ- 
ment rates for those who terminated, and 
wages on the old job and the new one (where 



these data were available). Twenty-nine States 
reported entered employment rates above the 
national average, which was 72 percent in the 
transition year, 10 States claimed entered em- 
ployment rates of 90 percent or above. 



Table 5-2.— Enrollment and Outcomes in JTPA Title III Programs by State, October 1983-June 1984 







Total 


Entered 


Average hourly wage 


State 


Enrollment 


terminated 


employment rate 8 


Old job 


New job 


Alabama 


2,713 
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04 
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TO 
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North Carolina 
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1,166 


96 
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North Dakota 
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29 


38 


5.34 
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Ohio 


4,699 
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74 


NA 
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Oklahoma 


166 


62 
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67 


NA 
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Utah 
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71 
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94 


39 


85 


4.60 
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Virginia 


6,778 


3,400 


73 


NA 
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90 


NA 


NA 


West Virginia 
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89 


6.24 


7.71 




3,859 


1,497 


91 


7.81 


6.33 




... . 171 


133 


29 


7.55 


7.32 



NA— Not available. 

•The entered employment rate Is the percentage of clients terminating from Title HI programs who found Jobs. 

SOURCES: For date on enrollment, total terminated, and entered employment rates (except for Colorado), U.S. Department of Labor, Employment and Training Adminis- 
tration, unpublished data. For average hourly wages on old and new jobs, OTA telephone survey. The OTA survey was also the source for total terminated 
and entered employment rates for Colorado. At the time Colorado reported to the Labor Department (June 30, 1064), no participants In the State's Title 
III pre gram had yet found Jobs. At the time cf the OTA survey (from fall 1064 through winter 1085), 00 percent of termlnecs had entered employment. 
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The term "entered employment" may be 
somewhat misleading as a measure of place- 
ment results of the programs. Since it is based 
only on those who terminated from the pro- 
grams, it is higher than and not comparable 
with placement figures based on all partici- 
pants in a program. (MDTA projects reported 
on this basis, showing placements as a percent- 
age of all who enrolled; so did the national dis- 
located worker demonstration projects of 1982 
and 1983, described in ch. 6.) In a new pro- 
gram, entered employment rates may tempo- 
rarily overstate favorable outcomes, since the 
best qualified participants may find jobs first, 
and thus leave the project first. The entered 
employment rate for program year 1984 did in 
fact decline to 65 percent, from 72 percent in 
the transition year. In addition, anecdotal evi- 
dence suggests that some projects, trying to 
show good placement results, do not even list 
clients as enrolled until they are fairly certain 
the client will be placed. 

Also, entered employment rates include 
recalls to old jobs as well as placement in new 
jobs. This helps explain Michigan's remarkably 
high reemployment rate in the transition year. 
The State's biggest Title III project at that time 
was the Pontiac Retraining and Employment 
Program, serving nearly 2,200 auto workers 
who had long been on layoff from General Mo- 
tors plants. When auto manufacture picked up 
in 1984, most of these workers were recalled, 
and the project showe i an entered employment 
rate of 93 percent. Ihe recalls also shed light 
on Michigan's reported average reemployment 
wage of $9.47, the highest reported by any State 
f ?r the transition year (table 5-2). 

Not all States with high reemployment rates 
had the same experience as Michigan. Arizona, 
for example, reported a 91 percent entered em- 
ployment rate, but it was not due to recalls. 
Sixty percent of the displaced workers served 
by Arizona's Title III projects had been con- 
nected with the copper industry, which was de- 
pressed in the mid-1980s and was not recall- 
ing many workers. Other Arizona clients, from 
a variety of manufacturing industries, also got 
new jobs, not recalls. 



There may also be special reasons why some 
States show extremely low reemployment 
rates. New Mexico, for example, had just be- 
gun its displaced worker program at the end 
of the transition year; the State's entered em- 
ployment rate of 30 percent was based on only 
102 enrollees and probably is not representative. 

The earnings data reported by States show 
only moderate drops in wages for the displaced 
workers who were reemployed with the assis- 
tance of Title III projects. Of the 30 States 
reporting average old and new wages of their 
cHents, 19 reported lower reemployment wages. 14 
Six States reported average wage losses of as 
much as 20 percent. Nine States reported 
higher average wages on the new jobs; four 
showed increases of 20 percent or more. In two 
States, the new average wage was nearly iden- 
tical with the old. On the whole, reemployment 
wages were modest, According to a Labor De- 
partment survey or a sample of Title III proj- 
ects, the average for participants finding new 
jobs by March 1985 was $6.15 per hour. 15 The 
average private sector wage was then $8.52 per 
hour. 

Funding and Spending 

JTPA provides that Federal grants for dis- 
placed worker programs may be given to States 
in two ways: by formula, or at the discretion 
of the Secretary of Labor. Formulr grants are 
allocated to each State in accordance with its 
relative share of all unemployed workers in the 
country, its share of "excess" unemployed 
workers ("excess" being defined as more than 
4.5 percent of the civilian labor force), and its 
relative share of people unemployed longer 
than 15 weeks. At least three-quarters of all 
JTPA Title III grant money must be allotted to 
the States by formula grants and, except where 
unemployment is high, the States must match 



,4 OTA telephone survey. 

"U.S. Department of Labor, Empioyment and Training Admin- 
istration, Division of Performance Management and Evaluation, 
Summary ofJTLS Data for JTPA Title HA and III Enrollments 
and Terminations During January-March 1985 (Washington, DC: 
Department of Labor, August 1985). The report includes data 
for Title III programs for July 1964-March 1985. 
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the grants dollar for dollar, in cash or in kind, 
from public or private funds. Up to one-quarter 
of the Title III money can be reserved for the 
Secretary of Labor's discretionary grants, which 
go to benefit people affected by mass layoffs, 
natural disasters, or Federal Government ac- 
tions (e.g., relocation of Federal facilities), cr 
to people who live in areas of high unemploy- 
ment or in designated enterprise zones. No 
State match is required for the discretionary 
grants. 

In the 21-month startup period for JTPA pro- 
grams, October 1982 through June 1984, the 
States received about $201 million of Federal 
money to support displaced worker projects. 
For several reasons, spending for the new Ti- 
tle III program started up rather slowly. For 
the first 12 months of that period (fiscal year 
1983), displaced worker projects could apply 
for JTPA grant money, but State Title III pro- 
grams had not yet begun. The projects that re- 
ceived Federal funds during that time were 
mostly ones already operating, such as six dem- 
onstration displaced worker projects that were 
originally funded by CETA and other Labor 
Department funds. 

In October 1963, the JTPA program officially 
began. States began to implement both their Ti- 
tle IIA programs (for disadvantaged workers) 
and Title II I programs (for displaced workers). 
Whereas Title IIA was in some respects a con- 
tinuation of CETA, with experience behind it, 
Title III was brand new. Many States did not 
begin serving displaced workers until nearly 
the end of the transition year. By June 30, 1984, 
States had spent $74 million, about 37 percent, 
of the $201 million. More was in the pipeline, 
however. A survey of 20 States showed that 
they had obligated over 97 percent of their Ti- 
tle III funds for the year. 18 

At the end of program year 1984 (June 30, 
1985), the carryover of unspent Title III funds 
was still larger— about $184.5 million— despite 
the fact that the pace of spending had picked 



"Robert F. Cook, et al., Transition Year Implementation of 
the Job Training Partnership Act, report prepared for the U.S. 
Department of Labor, Employment and Training Administra- 
tion (Rockville, MD: Westat, Inc., 1985). 



up. During the year, States had $343.5 million 
in Federal Title III money available for spend- 
ing (this included funds carried over from pre- 
vious years plus new appropriations). Taken 
altogether, the States spent $159 million, or 
about 46 percent of the availaUe funds. In a 
telephone survey by the National Governors' 
Association (NGA), 20 States reported on obli- 
gations as well as spending of their Title III 
funds. They had fully obligated their formula- 
funded grants, and had obligated 89 percent 
of all available money (formula and discretion- 
ary). States also reported to NGA that they had 
spent 71 percent of their formula allocations, 
and 31 percent of discretionary grants. 17 

Location and Operation of Projects 

Because of the flexibility JTPA affords, the 
700-odd current displaced worker projects vary 
greatly, ranging from projects centered around 
a single plant closing to services distributed 
throughout the State in local offices, available 
to any displaced worker who walks in. Opera- 
tors of the projects are equally diverse. JTPA 
gives control of displaced worker programs to 
the States; in all but seven the Governor or 
State agencies kept control of the Title III pro- 
gram instead of turning it over to local enti- 
ties, the Service Delivery Areas (SDAs). 18 Some 
States designated existing agencies (often State 
Employment Security Agencies, which oper- 
ate the ES system) or a consortium of agencies 
(often including the State departments of labor, 
education, and economic development) to 
deliver displaced worker services statewide. 
More commonly, States decided that their ex- 
isting agencies lacked the capacity to run the 
new projects, and instead appointed a State 
official to choose contract operators through 



"National Governors' Association, "Background Information 
Regarding JTPA Title III Funding," survey summary attached 
to memorandum entitled Legisline (Washington. DC: National 
Governors* As:ociation, October 1985). 

"SDAs represent much the same kind of local governmental 
bodies as prime sponsors under CETA. Under JTPA, a good deal 
of authority over the job training programs for disadvantaged 
workers (Title IIA) remains with the SDAs and their associated 
PICs. Title III is different: States can keep full control of dis- 
placed worker programs if they wish to. 
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competitive bids. 19 The result is a melange of 
project operators, including State agencies, 
local governments, community colleges, voca- 
tional technical schools, SDAs, PICs, com- 
panies, unions, and community-based organi- 
zations. 

Illinois, for example, established a network 
of 23 centers for displaced workers, mostly in 
community colleges, but a few run by such 
operators as a county agency, a city agency, 
a union council of building trades, and a 
community-based organization. The Illinois 
Department of Commerce and Community Af- 
fairs, which is in charge of the State's program, 
selected areas of high unemployment and eco- 
nomic distress in which to locate the centers. 

Wisconsin has a different mix. In several 
counties, the local ES offices dispense a broad 
array of services to all eligible displaced work- 
ers. Other projects are targeted solely to work- 
ers displaced by technological changes in par- 
ticular plants; they offer retraining to equip the 
workers for jobs that depend on the new tech- 
nologies. 

Some States are concentrating on economic 
development in using their JTPA funds, offer- 
ing customized training to attract new busi- 
nesses, or providing wage subsidies to em- 
ployers in the form of 50-percent payment of 
on-the-job training expenses. In these States, 
the agencies responsible for economic devel- 
opment are likely to take a leading role in the 
planning, and sometimes the management, of 
Title III programs. 

Service Mix 

The different kinds of services that displaced 
worker projects customarily offer are briefly 



"As of 1984, 17 States had chosen to operate statewide pro- 
grams; 16 U3ed State agencies a~d 1 contracted with the AFL- 
CIO employment and training unit to run the prog.* ( im statewide. 
Thirty-two States used requests for proposals to select contrac- 
tors for individual projects. Seven turned JTPA funds over to 
SDAs. (These numbers add to more than 50, because some States 
used more than one method of allocating JTPA resources.) See 
Wayne M. Turnage, et al., The Orgtniztion of Title II of the Job 
Training Partnership Act in 50 States, report to the U.S. Depart- 
ment of Labor, Employment and Training Administration (Rock- 
ville, MD: Westat, Inc., 1984). 



outlined in box 5B, with a rough indication of 
their costs. Reflecting different local needs and 
the different approaches that States have taken, 
projects vary widely in the mix and range of 
services they offer. In Maine, for example, the 
Franklin County Community Action Council 
operated a full-service project for workers dis- 
placed from two shoe factories, beginning with 
pre-layoff services. Workers received counsel- 
ing, prevocational competency training (i.e., 
basic Uteracy and math), skills training, job de- 
velopment, support services, and relocation 
assistance. Othe r projects provide much more 
limited options. For instance, where States are 
using Title III programs for economic devel- 
opment, displaced worker projects tend to fea- 
ture customized training or on-the-job training. 
Some of the projects in several States (e.g., 
North Carolina, Rhode bland, and Tennessee) 
offer only these services. 

The mix of services now offered in all Title 
III projects is difficult to determine. The De- 
partment of Labor does not require reports on 
the service mix, although it does collect infor- 
mation on the subject from time to time on a 
study or sample basis. Nor do the Slates, which 
usually defer decisions on the service mix to 
local project directors, have very precise in- 
formation on the number of participants re- 
ceiving various services or on the amount of 
funding devoted to each. Discussion of issues 
related to the service mix in Title III projects 
in 1984 and 1985 appears in the next section 
of this chapter. 

Issues in Implementing JTPA Title III 

It is premature to make definitive judgments 
about the sufficiency and effectiveness of the 
JTPA Title III program in responding to the 
problems of worker displacement. First, the 
program is still young. Most States did not even 
begin to organize their Title III programs un- 
til well into the transition year, which ended 
in June 1984. Second, information about the 
make-up and outcome of the programs is ex- 
tremely scanty. The reports States are required 
to submit to the Department of Labor on the 
operation of their programs are brief and in- 
frequent; they are submitted only once a year 
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Box SB.— Major Types of Service Offered in Displaced Worker Programs 



Once displaced workers are enrolled in a re* 
employment-retraining project, they may be of- 
fered different kinds of services, depending in 
part on their individual abilities and interests, 
but also in part on what the project has to offer* 
Not all projects offer a full range of services* The 
brief descriptions below cover the major serv- 
ices offered by a full-range project, at the point 
where workers are already enrolled and have 
been assessed for their skills, interests, back- 
ground, and abilities. For a discussion and evalu- 
ation of these services, see chapter 6. 

Job Search Assistance.— This may include both 
training for the individual worker in how to look 
for a job effectively and assistance from the 
project in finding a job. Training in job search 
skills— assessing one's own skills and experi- 
ence, producing a resume, practicing interviews, 
identifying potential employers— is often done in 
groups, in 1- to 5-day workshops. In addition, 
some projects have staff job developers, who look 
for job openings that are not publicly listed in 
addition to compiling job listings from news- 
papers and the Employment Service. Job de- 
velopers may also match applicants with job 
openings, sometimes using an automated job- 
matching system. Many projects have a resource 
center where clients can find job listings, make 
telephone calls to employers, and get encourage- 
ment and job counseling from project staff. 

Most displaced worker projects strongly em- 
phasize job search assistance. Some require 
every participant to take a job search skills work- 
shop as a first step in the program. Some require 
clients to undertake a few weeks of job search 
before becoming eligible for traWng of any kind. 
Also, workers who take training may return to 
'He project afterward for help in finding a job. 
Job search assistance is usually less expensive 
than other major services displaced worker 
projects offer; four demonstration projects in 
1982-83 reported the cost of job search assistance 
alone as ranging from about $400 to $1,400 per 
participant 

Vocational Skills Training in Institutions.- Work- 
ers who need training in a new skill to get a suit- 
able job and who have the requisite background 
may be offered formal courses in vocational 



schools, community colleges, or private institu- 
tions* Workers may sign up for existing courses, 
but often a project will develop special courses 
open only to their clients. Typically, in projects 
that are strongly committed to training, one-fifth 
to one-third of clients may enroll; the proportion 
may be higher in the trough of a business cycle 
when few jobs are to be had. Four demonstra- 
tion projects reported costs of about $800 to 
$3,500 per participant for classroom vocational 
training in 1982-83. 

On-the-job Training*— Workers who possess 
general work skills but need to learn the skills 
required for a specific job may be offered on-the- 
job training (OJT). The displaced worker project 
pays a portion of the trainee's wage (usually one- 
half) for a limited time (usually 3 to 6 months), 
after which the employer is expected to keep the 
worker on. Many projects regard OJT as mi a 
a placement tool than as training in a transfer- 
able skill. Essentially, OJT compensates em- 
ployers for the cost of training workers in skills 
specifically needed in their firms, and for the 
lever productivity of workers in training. Costs 
of OJT in four demonstration projects ran from 
about $1,000 to $2,500 per participant. 

Remedial Education.— A substantial minority of 
displaced workers— 20 percent or more of the 
participants in some projects— lack basic read- 
ing and math skills, and thus are seriously hand- 
icapped in finding a new job* A few projects 
have developed effective remedial education 
courses for their clients, achieving high rates of 
participation. Costs to these projects for reme- 
dial education courses averaged $100 to $250 per 
participant. Public school systems and Federal 
grants absorbed a major share of the costs, as 
they generally do for adult basic and remedial 
education; the projects paid for extras. 

Relocation Assistance.— This may include 
gathering information about jobs and living con- 
ditions in other communities; referral to pro- 
spective employers out of the area; defraying the 
costs of travel for a job interview; and cash assis- 
tance with the costs of moving* Publicly funded 
displaced worker projects rarely if ever reim- 
burse all the relocation costs to workers who de- 
cide to move. (Full costs might include, for ex- 
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ample, substantial losses on homes owned in the 
old community, or higher home prices and mort- 
gage loan rates in the new community*) Under 
the Trade Adjustment Assistance program, for 
instance, workers may recover up to $1,600: 
$800 for out-of-area job search expenses and 



$800 for moving expenses. State Title III pro- 
grams under the Job Training Partnership Act 
set varying limits for relocation assistance; one 
State that encourages relocation (Arizona) limits 
reimbursement to $650 per worker* 



as of the end of June . nd contain only mini- 
mal information on program activities. Sup- 
plementary studies sponsored or conducted by 
the Labor Department add some information 
to the annual reports, and OTA has collected 
some additional data from States, but the sum 
of information on how the Title III program 
is progressing remains quite incomplete. 

A few major points have emerged. The Title 
III program, as noted above, served quite a 
small number (probably no more than 5 per- 
cent) of the eligible workers in the transition 
year. The number of workers served in the 1984 
program year rose slightly, but estimates of the 
eligible population are not available for any year 
after 1983. The reasons for the low participa- 
tion are not clear— whether it was due to a slow 
startup of the program, or whether workers did 
not know about Title III services, or thought they 
did not need them, or thought the services were 
not effective is unknown. The contrast with 
neighboring Canada in numbers of displaced 
workers served by a national program is con- 
siderable. As described later in this chapter, 
Canada's 20-year-old Industrial Adjustment 
Service brings reemployment and readjustment 
services to workers into plants hit by closings 
or large layoffs, usually before the layoffs be- 
gin. In fiscal year 1982-83, about 36,000 Cana- 
dian workers received these services; this 
translates to about 350,000 American workers, 
since the U.S. work force is nearly 10 times as 
large as Canada's. In the 1983-84 transition 
year, JTPA Title III programs in the United 
States served the annual equivalent of about 
128,000 displaced workers. 

A second point is that the Title III programs 
strongly emphasize prompt placement in a new 
job, with retraining playing a relatively minor 
role. Several factors influence this choice, in- 
cluding the stress placed by program directors 



and business advisors on quick placement as 
a goal, the low cost of this strategy, and the ex- 
pressed desire of many displaced workers to 
get back to work as soon as possible. Data on 
hew iiiany workers are receiving training in 
new or upgraded vocational skills are fragmen- 
tary, but overall spending figures for the Title 
III program indicate that training is not a very 
prominent feature. Vocational skills training 
is relatively expensive, often the most costly 
choice in displaced worker projects. Individ- 
ual projects that are strongly committed to 
retraining spend about $2,000 to $3,000 per 
worker. In the Title III program during the 
transition year, the Federal share of spending 
was $768 per worker, and in program year 
1984, S895 per worker. 20 

Third, in several important respects, the Ti- 
tle III program is working in accordance with 
major emphases in the law. States are in over- 
all charge of the programs, and the Federal role 
is minor. The influence of private business is 
strong, especially in the local PICs. Sixty per- 
cent of the PICs are reported to have a primary 
or dominant role in local policymaking, and 
another 18 percent are characterized as equal 
to local officials in importance. The business 
influence is felt in several ways, including an 
orientation toward placement, low costs, and 
marketing the program for greater credibility 
with employers. 21 The act's requirement for 



"Although States are required to match about three-quarters 
of Federal Title III grants frcm nonfederal sources, a large part 
of the match comes from L*I payments or in*kind contributions 
from State. *ocaI. and private sources. Thus it is difficult to esti* 
mate the cash value of nonfederal contributions to the Title 
III programs. 

"Cook, et a!., op. cit., pp. 12-13; Gary Walker. Hilary Feldstem. 
and {Catherine Solow. An Independent Sector Assessment of the 
Job Training Partnership Act. Phase II: Initial Implementation 
(New York: Grinker. Walker Associates. 1985); U.S. Senate. Com- 
mittee on Labor and Human Resources. Oversight— Job Train- 
ing Partnership Act. hearing before the Subcommittee on Em- 
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Photo crodl*$: Callfoml* Employment Training Pmt 

Retraining offers many displaced workers their best opportunity to get a new job with good pay and opportunities for 
advancement. Some training courses are in high-technology occupations (cable television, left) and some in traditional 

ones (cabinetmaking, right). 



emphasis on training and related employment 
services, rather than support services and 
administration, has so far been satisfied. In the 
transition year, Title III projects spent 17 per- 
cent for administration and only 6 percent for 
supportive services; in program year 1984, 16 
percent went to costs of administration and 7 
percent to supportive services. 22 



ployment and Productivity, 98th Cong., 2d sess. (Washington, 
DC: U.S. Government Printing Office, 1984) and Preliminary 
Oversight on the Job Training Partnership Act report prepared 
by the Subcommittee on Employment and Productivity (Wash- 
ington, DC: U.S. Government Printing Office, 1984). 

«U.S. Department of Labor, Highlights ofJTPA Program Per- 
formance During the JTPA Transition Year (Washington, DC: 
Department of Labor, 1984); and U.S. Department of Labor, High- 
lights of JTPA Program Performance During Program Year 1984, 
op. cit, 1984. 



These achievements in carrying out major in- 
tentions of the law are accompanied by some 
concerns. The emphasis on rapid placement 
of participants in jobs and low program costs 
may tend to skew the service mix so that the 
individual needs of some participants are not 
met— such needs as training in new vocational 
skills and improvement of basic reading and 
math skills. Questions have been raised about 
whether the Federal hands-off approach has 
gone so far that States lack adequate informa- 
tion and technical assistance. Other issues 
arose with the 55 percent budget cut for the 
Title III program for fiscal year 1986. The dis- 
cussion below considers issues such as these, 
concentrating on those of particular interest 
to Congress and other policymakers. 
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Service Mix 

On the basis of overall program spending 
figures, it appears that retraining has not so far 
been a large component of the Title III pro- 
gram. The question arises whether the program 
emphasis on high placements and low costs 
might bias the mix of services offered to dis- 
placed workers. Does the program create in- 
centives to pay too much attention to short- 
term outcomes and too little to the long-term 
needs of the individual worker? In particular, 
is skills training slighted simply because it costs 
more than job search assistance? Is on-the-job 
training (OJT) oversold because it virtually 
guarantees high placement rates, at least for 
one day after placement when the results are 
recorded? Are needs for remedial or brush-up 
courses in reading and math put aside, because 
these courses do not bring immediate payoffs 
in low-cost placements? Answers to these ques- 
tions are not entirely clear, but a combination 
of factors, including the program stress on 
placements and low costs, and also client 
desires, influence the service mix in Title III 
projects. 

The quantitative information available on the 
Title III service mix is not only limited, but may 
be misleading. In a survey of selected Title III 
projects, the U.S. Department of Labor found 
that 31 percent of clients are initially assigned 
to job search assistance, 25 percent to class- 
room training, 24 percent to on-the-job train- 
ing, and 20 percent to "other services," which 
include assessment, vocational or personal 
counseling, or "pre-employment skills" serv- 
ices. This breakdown very likely understates 
the number of participants receiving job search 
assistance, since it reflects only the client's ini- 
tial assignment and does not include job search 
services offered later to those who completed 
classroom training or other services. 23 In view 
of the low overall per capita spending for the 
Title III program in the transition year and pro- 
gram year 1984, the figures may also overesti- 
mate those receiving classroom training. The 
definition of classroom training used in the La- 



"U.S. Department of Labor, Summary of JTLS Data for JTPA 
Title IIA and me III op. cK 



bor Department survey specified that it in- 
cludes basic education, skills training, or a 
combination of the two, that it is usually con- 
ducted in a school-like setting, and that it pro- 
vides the academic and/or technical compe- 
tence required for a particular type of job. 

In response to the OTA telephone survey, 
State Title III managers emphasized their un- 
certainty about the service mix their clients 
were receiving, but some did offer estimates. 
Table 5-3 shows the results for the four most 
frequently mentioned services: counseling, job 
search training, on-the-job training, and voca- 
tional skills training in schools and institu- 
tions. 24 Of the States that replied, half or more 
reported that at least 50 percent of participants 
in Title III projects received counseling and job 
search training. Most of the responding States 
said that fewer than 50 percent of clients re- 
ceived on-the-job training and fewer than 25 
percent got vocational skills training in insti- 
tutions. 

A contract study for the Labor Department, 
looking at 23 local displaced worker projects 
run by Service Delivery Areas, also found an 
emphasis on job search skills training." More 
than half the projects concentrated on train- 
ing in such techniques as resume writing, 
methods for locating employment, and group 
job-finding efforts (job clubs). Some projects 
supplemented these activities with counseling 
and referral services. The study observed: 
"Project operators believe Title III participants 
need job search instruction more tnan institu- 
tional training," Seven projects required clients 
to attend job search training classes before they 
were eligible for any form of skills training. 
Five projects provided only assessment of 
clients' skills and experience, in addition to job 
search assistance. 



"In interpreting table 5-3, the reader should keep in mind that 
the States had different amounts of infomatirn about partici- 
pation in various services. Thirty-eight States gave estimates for 
the percentage of their clients receiving on-the-job training, 34 
for job search training, 31 for counseling, and 29 for vocational 
skills training in institutions. The rest of the States may have 
offered some of these services; in most cases where States did 
not respond, they simply lacked information. 

"Cook, et al., op. cit. 
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Table 5-3.— Percentage of Participants in Title III Displaced Worker Projects 
Receiving Various Services, October 19*3- 'une 1984 



Percentage of Number of States reporting 

participants provided Job search On-the-job Vocational training 

the service Counseling training training in institutions 

s24% 9 8 14 15 

25 to 49% 3 7 11 7 

50 to 74% 4 7 5 6 

2=75% 15 a 12 J J 

Totals 31 34 38 29 



t ThlrtMn of thtte fifteen States reported that 90 to 100 percent of their Title III clients received counse'ing. 
NOTE: Total States reporting may not Include all the States that offer the service In question. States' Information was Incom* 
plete on whet services were provided to participants in local Title III projects. 

SOURCE: OTA telephone survey. 



Nine of the twenty-three projects had de- 
signed spr lific skills training programs, usu- 
ally short-term courses in educational and 
training institutions. Twelve projects offered 
some on-the-job training, but few relied on it 
as the major focus of their efforts. One SD^ 
favored OJT because it provides income tc 
trainees, and others were attracted by the high 
probability of placement once the OJT subsidy 
ends. 

In its survey of State Title III managers, OTA 
questioned whether JTPA performance stand- 
ards, required under the law, are having an ef- 
fect on the service mix. JTPA directs the Sec- 
retary of Labor to set performance standards 
to determine whether a program meets the 
goals that Congress established. The Depart- 
ment of Labor issued such standards for the 
transition year for Title II A programs, setting 
numerical values for seven measures of per- 
formance, including entered employment rates 
for adults, youths, and welfare recipients (e.g., 
the number of people finding jobs in relation 
to the number terminating from the program); 
positive termination rates for youths (which in- 
cludes achieving higher competency in basic 
reading and math skills as well as finding a job); 
costs per participant who entered employment 
and costs per positive termination. States can 
modify the nationwide standards to accommo- 
date local economic conditions and the char- 
acter of participants served* 

The Labor Department had not yet set nu- 
merical standards for Title III by mid-1985, but 
States were required to establish a standard for 



entered employment for the formula-funded 
portion of their Title III program. Forty States 
reported by early 1985 that they had adopted 
performance standards, eight of them using Ti- 
tle IIA standards and the others adopting sep- 
arate Title III standards. 20 By and large, the 
standards were not overly demanding; only a 
few States had trouble meeting them* Table 5- 
4 shows the entered employment standard for 
the States reporting it and the actual entered 
employment rate in those States in the transi- 
tion year. Only a few States include in their Ti- 
tle III performance standards anything beyond 
costs and entered employment rates* Eleven 
States reported that they have a standard for 
reemployment wages, ranging from $4.20 to 
$5.54 per hour; in two States (Massachusetts 
and Wisconsin) the new wage must equal at 
least 85 percent of the wage on the old job Two 
States (Washington and Wisconsin) said they 
specify retention on the new job as a standard 
(e.g., 90 percent of workers placed must keep 
their jobs for at least 6 months to meet the 
standard)* 

Responses to OTA's survey indicated that 
pressure to achieve higher placements and 
lower costs probably issued less from the JTPA 
performance standards than from the informal 
goals that program managers and private sec- 
tor policymakers were s jiving to achieve* One 
State. Massachusetts, reported that it had set 
qualitative goals as well as quantitative place- 



"Four of the forty States reporting that they had established 
performance standards for their Title III program* did not 
specify what the standards were. 
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Table 5-4.— Performance Standards for Entered 
Employment Rates and Actual Entered 
Employment Rates, by State, 

October 19S3-June 1984 

Performance standard 

for entered Actual entered 

S* ate employment rate employment rate 

Alabama 65.0 76 

Alaska 48.8 a 

Arizona 50.0 91 

Arkansas b 88 

California 72.0 73 

Colorado c 90 

Connecticut 55.0 89 

Delaware 60.0 90 

Florida c 82 

Georgia 58.0 76 

Hawaii 55.0 73 

Idaho 51.8 77 

Illinois d 65 

Indiana b 81 

Iowa 55.0 51 

Kansas 65.0 89 

Kentucky 58.0 59 

Louisiana 55.0 60 

Maine 80.0 94 

Maryland 55.0 66 

Massachusetts 75.0 87 

Michigan c 95 

Minnesota 58.0 63 

Mississippi 60.0 71 

Missouri 60.0 81 

Montana 58.0 78 

Nebraska b 46 

Nevada 68.0 66 

New Hampshire .... 56.0 90 

New Jersey 58.0 71 

New Mexico 52.0 30 

New York c 68 

North Carolina 72.0 96 

North Dakota 53.0 38 

Ohio 60.0 74 

Oklahoma 58.0 53 

Oregon 58.0 89 

Pennsylvania « 49 

Rhode Island u 77 

South Carolina 65.0 67 

South Dakota 63.1 100 

Tennessee 58.0 66 

Texas 58.0 67 

Utah c 71 

Vermont 58.0 85 

Virginia c 73 

Washington 60.0 90 

West Virginia c 89 

Wisconsin 60.0 91 

Wyoming d 29 

•No clients were served In Alaska's Title III program in the transition year. 
°No Information available. 
°Tltle ill standard not esUrtished. 

^Standard established but not specified In reply to OTA survey 
•In Pennsylvania, each Service Delivery Area sets performance standards 

SOURCES: US. Department of Labor, Employment . Tralnlno Administration, 

unpublished data, for actual entered e jyment rates (except for 

Colorado): OTA telephone survey for entered employment rate 
performance standards and actual entered employment rate for 
Colorado. 



ment and cost goals. The qualitative goals in- 
cluded involvement of labor, PICs, community- 
based organizations, and community develop- 
ment corporations in Title III programs; en- 
couraging program innovation; and a mandate 
for equal access to the program for "linguistic 
and cultural minorities." 

Twelve of 42 State Title III managers said 
that the State's performance standards or goals 
had a dominating effect on the service mix in 
projects. Several volunteered that the effect 
was highly positive. Most saw no conflict be- 
tween the interests of the clients and the goals 
of "getting people out quickly" and "stretch- 
ing dollars." Like many of the directors of local 
projects, State Title III officials regard short- 
term, inexpensive job search assistance as best 
suited to the needs of experienced adult work- 
ers. Thirty States saw less influence from State 
performance goals or standards. A Connecti- 
cut official, for example, said the State's Title 
III program is "people oriented, not goal ori- 
ented." In Massachusetts, with its unusual 
qualitative performance standards, a Title III 
official reported that the State standards do 
have an effect, which is to ensure that minor- 
ity group members receive services. 

Officials in five States (Kansas, New Mexico, 
Oklahoma, Ciegon, and Texas) explicitly stated 
that funding is the driving force behind the 
service mix in their Title III programs, and 
many other States alluded to this factor, re- 
marking especially that the high cost of voca- 
tional skills training in institutions is a deter- 
rent. Other principal factors determining the 
service mix were the requirement for State 
matching funds (which favors OJT, since most 
States count the employer's 50 percent share 
of the OJT wage toward the match) and the de- 
sire of many displaced workers to return to 
work immediately. In addition, projects oper- 
ating fn rural areas or small towns are often 
remote from institutes or community colleges 
that offer vocational skills training. 

Costs to the client as well as to the program 
are seen as a deterrent to classroom skills train- 
ing. JTPA discourages support payments and 
stipends; so far, 6 to 7 percent of Federal Title 
III funds have been spent for supportive serv- 
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ices. Displaced workers who enroll in class- 
room training must have another source of in- 
come, such as unemployment insurance or 
another family member's earnings. In addition, 
courses in vocational-technical schools and 
community colleges are usually on a semester 
schedule, which may not fit the need of many 
displaced workers to begin training promptly. 

One of the few States to emphasize classroom 
vocational skills training was West Virginia. 
With an unemployment rate of nearly 16 per- 
cent, the State was not required to match JTPA 
f itle?Ili tods, so that tuition assistance to dis- 
play affordable. With few 
jobs available, it appeared that clients were 
willing to invest the time in classroom train- 
ing, ^ j[h Qhio, too, with its pockets of high un- 
employment, officials mentioned considerable 
iise of Vocational skills training. Of 10 other 
States reporting that substantial numbers of 
clients (qrie^third or more) were enrolled in 
clfiBsrbom skills training, three— Arizona, Colo- 
rado, and Utah— offered similar explanations. 
All three States targeted long-term unemployed 
joiners for service and offered them a chance 
to train for new occupations. 

On-the-job training is favored by State pro- 
gram managers over classroom skills training 
because it provides an easy match, and clients 
are reported to like it because they can begin 
to earn money right away. Nonetheless, the evi- 
dence so far indicates that OJT was not much 
more prominent in Title III programs in the 
transition year than was classroom training. 
The reasons must be speculative, but perhaps 
most displaced worker clients were able to find 
jobs in an expanding economy with brief, in- 
expensive job search assistance, without wage 
subsidies. OJT may in some instances cost less 
than classroom training, or at least provide a 
match more readily, but it costs more than job 
search assistance alone. As mentioned, some 
projects require clients to search for jobs for 
a few weeks before allowing them to apply for 
any kind of training. Other projects may have 
no such formal requirement but still may re- 
gard classroom training as the last resort. For 
instance, Arizona, with its commitment to 
retraining unemployed miners, still tried to 



keep the training brief and to concentrate on 
improving existing skills such as welding. 

Remedial Education 

In projects serving displaced workers, staff 
members often comment on the need many of 
their clients have for remedial education in 
basic skills— reading, math, and oral and writ- 
ten communication. It is not uncommon for 20 
percent of participants in the projects to test 
at the sixth grade level or below in reading and 
math, even when the majority are high school 
graduates. 27 

Many of the State Title III program managers 
who commented on remedial education ap- 
peared to have a different perspective from that 
of project staff, who work directly with cliente. 
Some State officials said there was little de- 
mand for the service because most displaced 
workers are not interested in more education. 
Others said their clients did not need the serv- 
ice because most were h ; gh school graduates. 
Still others said that since remedial education 
is already offered by local school systems, Ti- 
tle III projects do not need to provide it; rather, 
the projects should refer clients to existing pro- 
grams. State officials expressed little interest 
in finding mere effective ways to bring reme- 
dial education to workers who need it. Chap- 
ter 6 describes a few projects which have 
devised successful ways to deliver remedial 
education to displaced workers, overcoming 
the reluctance that a great many adults feel at 
exposing incompetence in basic skills. 

Not all State officials gave remedial educa- 
tion low priority. States with large numbers of 
non-English-speaking displaced workers (in- 
cluding Arizona, California, Hawaii, Massa- 
chusetts, and Texas) offered training in Eng- 
lish as a second language. Utah and Colorado 
both provided remedial education as a first step 
in vocational retraining of long-term unem- 
ployed miners or steelworkers. 

Although 28 of 47 State Title III managers 
reported that remedial education gets some Ti- 



27 See ch. 6 for a more complete discussion of the needs of dis- 
placed workers for remedial education. 
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tie III funding in their programs (either in the 
form of independent courses or as part of skills 
training courses), the actual delivery of this 
service as part of Title III programs appears 
to be minimal. Only 23 States responded to a 
question about the number of displaced work- 
ers getting remedial education within the Ti- 
tle III program. Five of those States said none 
of their clients received the service; in the other 
18 States, from 0.1 to 18 percent of participants 
were served. Of 18 States estimating how much 
Title HI money they spent for remedial edu- 
cation, 8 said they spent nothing. No State 
spent more than 5 percent of its funds in this 
Way, and spending of 2 percent or less of total 
program expenditures was typical (tables 5-5 
and 5-6). 

the emphasis in JTPA programs on job place- 
ments and program costs may discourage of- 
fering of remedial education. Witnesses at a 
Senate oversight hearing on JTPA in 1984 sug- 
gested that this might be so. 28 Most State Title 
III officials rejected this view. Two agreed that 
cost considerations were a deterrent. _New 
Hampshire tries to refer clients to remedial 
education courses funded by non-JTPA sources, 
and New Jersey serves displaced workers with 
title HA educational funds, when possible. 
Massachusetts regards its qualitative perform- 
ance standards as a positive inducement to pro- 
vide basic education to workers who need it r 
to ensure equal access to skills training and 
reemployment services. 

"The suggestion was made in connection with the Title II A 
program, but could apply to Title III as well. See U.S. Congress, 
Senate Committee on Labor and Human Resources, Hearings, 
op.cit., pp. 102-105, and Preliminary Oversight report, op. cit., 
pp. 8-9. 



Table 5-5.— Basic Skills Education Offered In 
Title III Programs: Percentage of Clients Served, 1984 



Percentage of clients served 


Number of 
States reporting 




5 


0.1 to 4.9% 


. .. 7 


5.0 to 9.9% 


4 


10.0 to 18.0% 


7 


Total 


23 



NOTE: States reporting may not represent all the States offering this service In 
their Title III programs. States* Information on the services provided at 
the project level was not complete 



SOURCE: OTA telephone survey. 



Table 5-6.— Basic Skills Education Offered In 
Title III Programs: Percentage of Funds Spent, 1984 





Number of 


Percentage of Title III funds spent 


States reporting 


0 


8 


0.1 to 2.0% 


7 


2.1 to 5.0% 


J3 




18 



NOTE: States reporting may not represent all the States offering this service In 
their Title III programs. States' information on the services provided at 
the project level was not complete 

SOURCE: OTA telephone survey. 



Projects that wish to offer remedial educa- 
tion may encounter difficulty in maintaining 
UI benefits for workers who take the courses. 
JTPA directs States to excuse displaced work- 
ers enrolled in skills training courses from the 
work test under UI, that is, the requirement 
that anyone collecting UI must be available for 
work and actively searching for work. Unless 
States specifically provide the same exclusion 
for remedial education, workers enrolled in in- 
tensive full-time courses to gain proficiency in 
reading and math would have to comply with 
the work test. In the OTA survey, 7 States re- 
ported that they do not allow UI for unem- 
ployed workers enrolled full time in remedial 
education courses; 19 said they allow UI ben- 
efits to continue; and 17 gave a conditional an- 
swer, that is, they excuse workers from the 
work test only if the State authorities specifically 
designate the courses as approved training. 

The effect of either the UI work test or the 
JTPA performance standards on offering reme- 
dial education in displaced worker projects is 
not certain. In any event, most State Title III 
managers do not appear to give high priority 
to remedial education among the services avail- 
able to displaced workers. 

Funding 

Citing the slow rate of spending of Title III 
grant monoy through June 1984, the Reagan 
Administration proposed in February 1985 to 
cut Federal funding for Title III by more than 
half. In its 1986 budget, the Administration 
asked for a rescission of $120 million from the 
$223 million appropriated for fiscal year 1985, 
and proposed a similar budget of $100 million 
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for fiscal year 1986. The Administration also 
proposed to rescind $25 million of $26 million 
in Trade Adjustment Assistance training funds 
in fiscal year 1985, and to let the program ex- 
pire at the end of September 1985, as it was 
scheduled to do. These proposals for deep 
funding cuts raised policy issues on the conti- 
nuity of the Nation's displaced worker program 
and on appropriate levels of funding in differ- 
ent circumstances. 

With the Job Training Partnership Act, Con- 
gress attempted to avoid the many changes in 
funding and program direction that had char- 
acterized GETA. JTPA allows an unusual de- 
gree of fiscal continuity; funds appropriated for 
the Federal fiscal year beginning in October are 
released to the States the following July (the be- 
ginning of the JTPA program year) and can be 
carried over for 2 more program years there- 
after. Thus projects may keep Federal funds on 
hand for as long as 3 years after they are appro- 
priated by Congress. This allows both for long- 
term planning and the ability to reserve some 
funds for contingencies. It also means that, 
since money is appropriated such a long time 
before it is spent, unexpected changes may 
occur— either in the economy or in the opera- 
tion of the program— that would justify another 
look, and possible adustments to the funding. 
This is especially true with a new, untried pro- 
gram like Title III. 

It is reasonable to conclude that the slow rate 
of spending for Title III projects through June 
1984 and the carryover of $127 million was due 
largely to delays in starting up a major new pro- 
gram. Some States were quite deliberate about 
starting slowly, taking their time to put together 
high-quality programs and avoid wasteful mis- 
takes. The method chosen by a number of 
States to establish projects— requests for pro- 
posals from contractors— has its own built-in 
lags. JTPA's requirements for the creation of 
Private Industry Councils and for their ap- 
proval of project plans added to the delays. In 
addition, some of the State agencies charged 
with planning the programs were inexperienced, 
and on occasion got involved in time-wasting 
bureaucratic wrangles over control of the Ti- 
tle III funds. 



As Title III programs entered their second 
year, some of the growing pains were over, and 
many States were allocating money to services 
for displaced workers at a faster clip. Others, 
however, were slower to organize effective 
services, or for other reasons did not serve a 
large number of displaced workers. In many 
of these States, the lump of unspent funds car- 
ried over from the past was pushed along 
through the new program year. Nationwide, 
the unspent funds continued to mount. Sum- 
mary information from State reports on pro- 
gram year 1984 became available in late Sep- 
tember 1985, indicating that the carryover as 
of June 1985 was about $185 million; 28 As con- 
gressional committees made their funding de- 
cisions for fiscal year 1986, Labor Department 
officials argued that the Administration's pro- 
posed cut in Title III funds would not affect 
levels of service, because of the carryover 
funds. 

On the other side, the National Governors' 
Association, representing the States, strongly 
opposed the cut. It argued that most States had 
fully obligated their Title III allocations by the 
end of June 1985; that spending for displaced 
worker services was on a sharply rising curve, 
as States gained experience with the new pro- 
gram; and that the cuts would force sharp re- 
ductions in services to displaced workers in 
many States. 30 The General Accounting Office 
presented evidence that, because of differences 
among States in rates of spending and funds 
carried over, 23 States would have less ir qney 
for services to displaced workers in 1986 than 
was allocated to them in 1985. Since the for- 
mula for allocating three-quarters of Title III 
money among the States is written in the law, 
changing the allocation would be difficult. 31 

"The carryover would have been over $190 million but for 
the fact that the Secretary of Labor allocated $5.6 million in Ti- 
tle 111 discretionary funds to the Trade Adjustment Assistance 
(TAA) program in the spring of 1985. After the Administration 
proposed a rescission of nearly all TAA funds for fiscal year 
1985, disbursal of TAA funds was frozen while Congress con- 
sidered the rescission. Congress did not act on the rescission* 
but the Administration did not release the TAA funds until the 
legal time for Congress to act had passed. Meanwhile* the TAA 
program operated on JTPA Title 111 funds. 

"National Governors* Association, op. cit. 

"U.S. Congress, House Committee on Education and Labor, 
Subcommittee on Employment Opportunities, Hearings on the 

(continued on next page) 
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In approving the Title III budget cut, the 
appropriations committees of both houses of 
Congress indicated that they did not expect a 
reduction in levels of service to displaced work* 
ers. 32 The House; Appropriations Committee 
anticipated that the large carryover of unspent 
funds would make it possible to maintain the 
same program level in 1986 with substantially 
less budget authority. The Senate Appropria- 
tions Committee said the program's operating 
level is expected to remain constant nationally. 
The committee expected the Secretary of La- 
bor to use discretionary funds to prevent seri- 
ous program disruptions in individual States, 
arid to keep it advised about the possible need 
for additional appropriations. The conference 
report on the continuing resolution, adopted 
by Congress on December 18, 1985, directed 
the Secretary of Labor to give first priority for 
discretionary funds to States that would other- 
wise have to cut back services, and to report 
on possible needs for added funds to maintain 
program levels. 33 

The effect of these funding changes on the 
stability, quality, and level of services to work- 
ers is hot yet clear. States with large carryovers 
of funds may be little affected. States that 
started early with an active program serving 
displaced workers are likely to be without such 
a cushion. If a large share of the Secretary's 
discretionary funds is devoted to helping out 
these States, then less will be available for the 
original purposes of the fund— responding to 
contingencies such as mass layoffs or natural 
disasters, easing the effects of relocating Fed- 
eral Government facilities, or giving extra help 
to areas of high unemployment. Another prob- 
lem is that some States have fully obligated 

(continued from previous page) 

Job Training Partnership Act, Title HI, testimony of William J. 
Gainer, Associate Director, Human Resources Division, U.S. 
General Accounting Office, Nov. 8, 1985. 

"U.S. Congress, House Committee on Appropriations, Report, 
Departments of Labor Health and Human Services, and Edu- 
cation, and Related Agencies Appropriation BUI, 1986, 99th 
Cong., 1st sess., House Report 99-289, Sept. 26, 1985, p. 9; U.S. 
Congress, Senate Committee on Appropriations, Report, Depart- 
ments of Labor, Health and Human Services, and Education and 
Related Agencies Appropriation BUI, 1986, 99th Cong., 1st sess., 
Senate Report 99-151, Oct. 4, 1985, p. 11. 

"U.S. Congress, House of Representatives, Conference Report, 
House Joint Resolution 465, Further Continuing Appropriations 
for Fiscal Year 1986, 99th Cong., 1st sess., report 99450, pp. 
361*362. 
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their fiscal year 1985 Title III funds; even 
though this money is not yet spent, it is not 
available for needs that may arise during the 
next year. In any case, it may be difficult for 
some States with active, established Title HI 
programs to plan for continued high-quality 
services to their displaced workers. 

A major reason for States to carry over some 
portion of their Title III funds is to keep con- 
tingency funds on hand. Plant closings do not 
occur on a predictable schedule. Although the 
law allows for tapping the Secretary of Labor's 
discretionary funds in case of unexpected plant 
closings, States cannot always count on this 
resource. Managers of 49 State Title III pro- 
grams, taking part in conference calls spon- 
sored by the National Governors' Association 
in February 1985, expressed serious concern 
about delays in receiving discretionary funds, 34 
According to many States, the Department of 
Labor takes far longer than the prescribed 60 
days to decide on applications. Disbursal of dis- 
cretionary grants has been slower than spend- 
ing from formula-funded grants, which are un- 
der State control. Twenty-two percent of the 
$51 million in discretionary funds was spent 
in the transition year, versus 42 percent of the 
$150 million in formula grants. In program 
year 1934, States reported to NGA that they had 
spent over 70 percent of their formula funds, 
but only about 30 percent r c discretionary 
grants. 35 Nor can States be sure that their re- 
quests for discretionary funds will eventually 
be approved. For example, both Arizona and 
Rhode Island got an early start on unusually 
active Title III programs, and neither carried 
over large contingency funds. Both applied for 
discretionary grants to respond to major plant 
closings, but both were turned down on the 
grounds that their statewide unemployment 
rates were low. Both these States nevertheless 
had large numbers of displaced workers in re- 
lation to the size of their work forces. As dis- 
cussed in chapter 4, significant displacement 
can occur even in prosperous times and areas. 



"Evelyn Ganzglass, Memorandum to State j IV A ]M\^ns on 
the State Title III Conference held by the National Governors' 
Association Feb. 13*14, 1985, Mar. 7, 1985. Four 1-hour regional 
conference calls were held in the 2-day session. 

"National Governors' Association* op. cit. 
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In originally proposing the deep cuts in Ti- 
tle III funding, the Administration attributed 
the carryover from the transition year to a sin- 
gle reason: that few workers indicated a need 
for extensive retraining, generally the highest 
priced of authorized services, so that the pro- 
gram was much less costly than anticipated. 
Considering the other reasons for the initial 
low rate of spending, this reason probably was 
hot dominant, although it may have had some 
effect. 

Through 1985, Title. Ill programs operated 
in an economy that, nationwide, was expand- 
ing and adding jobs. (There were regional ex- 
ceptions^!^ as the steel centers of Ohio, 
West Virginia, and western Pennsylvania.) Yet 
wprker'^lpiacement was still occurring, and 
the national unemployment rate remained 
above 7 percent. Most States, even prosperous 
ones, reported that restructuring of industry 
was continuing, plant closings were still nu- 
merous, and the number of displaced workers 
eligible for services was not declining. 36 Most 
States also reported that there was substantial 
demand for their displaced workers services 
in 1985.^ Fi ve states volunteered that their 
funding was not sufficient to take care of al! 
the demands. There is evidence, however, that 
displaced workers are not as inclined to seek 
retraining when jobs are available as they arc 
during recessions, when training is a construc- 
tive alternative to idleness. Moreover, the over- 
all demand for employment and training serv- 
ices is higher during hard times. 

As noted elsewhere in this report, vocational 
skills training is an indispensable part of a high- 
quality displaced workers program, no matter 
what the economic circumstances. For many 
workers displaced from semiskilled or unskilled 
factory jobs, the best hope for new jobs with 
chances for advancement, either in manufac- 
turing or in service sectors, lies in vocational 
skills training. Many well-run projects make a 
strong commitment to vocational training for 
this reason. Even so, economic conditions do 
affect the demand for retraining and other 
readjustment services. 

*Ganzglass, op. cit. 

"National Governors* Association conference call and OTA 
telephone survey. 

9 

ERLC 



Other changes also may influence demand. 
For example, improving the quality or deliv- 
ery of services to displaced workers may stim- 
ulate increased participation. As discussed in 
chapter 6, projects that combine several key 
elements— bringing services to the workers in 
plants undergoing closure or layoffs, involving 
management and labor in delivery of services, 
starting services early (before layoff if possi- 
ble), and offering a comprehensive range of 
services— are most likely to attract high levels 
of participation. If Congress wishes to encour- 
age and support more States in adopting proac- 
tive programs of this kind, the result cotild well 
be a substantially enlarged demand for serv- 
ices. Thus, depending both on economic cir- 
cumstances and program changes, demands 
for services may rise or fall, and Congress may 
wish to adjust funding for the national dis- 
placed worker program. 

Information Collection: The Federal Role 

As Congress considered both the proposed 
rescission of Title III funds for fiscal year 1985 
and JTPA funding for fiscal year 1986, the lack 
of adequate, timely data on spending and serv- 
ices became a trying problem. The U.S. Depart- 
ment of Labor requires that States report on 
Title III activities only once a year, within 45 
days after the end of the program year on June 
30. In practice, the reports are usually not com- 
plete until several weeks after the due date. In 
both 1984 and 1985, the Labor Department did 
not publish data from the State reports until 
late November, The infrequency of these re- 
ports and the timing of their collection and 
publication is ill-suited to the needs of Con- 
gress, both for budget decisions and oversight 
of the program. 

In spring 1985, for example, when Congress 
held hearings on the budget for the following 
year and considered the rescission proposal, 
the most recent State reports on their Title III 
programs dated from June 30, 1984. In mid- 
September, when congressional committees 
were marking up and voting on appropriations 
bills, these State reports— now over 1 year 
old— were still the latest on Title III activities. 
Summary information from the State reports 
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on program year 1984 (ending June 1985) be- 
came available only in the last few weeks be- 
fore Congress took final action on JTPA fund- 
ing. In early November, at the request of the 
House Education and Labor Committee, Sub- 
committee on Employment Opportunities, the 
General Accounting Office obtained more de- 
tailed data showing program year 1984 spend- 
ing by individual States, in order to analyze the 
effect of the 55 percent cut in appropriations 
state^by-rtete. 

State reports on Title III activities are not 
only infrequent but very brief. The Federal re- 
quirements for information in the reports in- 
clude nothing more than the number of peo- 
ple enrolled in the program, the number who 
terminated, the entered employment rate for 
those who terminated; a few items on the gen- 
der, minority status, age, and educational level 
of terminees; and the amount of Federal funds 
spent during the year— but not the amcunt ob- 
ligated by the end of the year. This informa- 
tion is a slender basis for analyzing the per- 
formance of JTPA programs, for determining 
funding needs in relation to performance, for 
learning from experience, and for improving 
future performance. 

The Labor Department has supplemented the 
annual reports with more frequent surveys of 
selected projects and other kinds of studies that 
provide richer detail. These studies, current 
and planned, will supply some of the informa- 
tion missing from the annual State reports. 
Quarterly and semiannual surveys of geo- 
graphically representative Title III projects add 
limited information on the service mix (initial 
assignments to job search assistance, class- 
room training, OJT, or other services) and 
outcomes (entered employment rates and re- 
employment wages) by kind of service. The 
studies also provide information on how many 
clients participated and their length of stay in 
the program. These studies are useful, but in- 
complete. Data on some important kinds of 
services are not covered, for example, on re- 
medial education and relocation assistance. 
Also, because of problems in finding represent- 
ative Title HI projects, the results are somewhat 
uncertain. 



The Department of Labor also plans to carry 
out long-term studies comparing earnings of 
JTPA program participants and nonpartici- 
pants. This kind of study is uniquely valuable 
In showing the overall effects of employment 
and training programs and in helping Congress 
to evaluate their long-term worth. These studies 
will not, however, meet the need for timely in- 
formation at shorter intervals. 

Early Warning of Layoffs and Pro-Layoff Assistance 

The need for an early warning system for 
plant closures and large layoffs, to allow assis- 
tance to workers before they are out of a job, 
is a leading concern of Title III program direc- 
tors. State officials repeatedly raise the topic 
in conferences and surveys. 38 Some argue that 
early action to assist displaced workers bene- 
fits not only the workers but employers and so- 
ciety at large. With a reemployment program 
in place before the layoff, worker morale tends 
to stay high, to the advantage of employers as 
well as employees. Many workers can be helped 
to find a new job without interruption, thus 
saving themselves loss of income, saving out- 
lays from die State UI trust fund, and saving 
employers payment of taxes into the fund. 
Other workers can plan for training in a new 
occupation while they still have their full UI 
eligibility ahead of them for income support. 39 

Several States attempt to collect information 
about impending layoffs, and bring reemploy- 
ment programs to the workers early* Some try 
to encourage cooperation from employers in 
giving advance warning of layoffs. Few States 
have enacted laws to require advance notice, 
but about 20 have given them some consider- 
ation in the la$t few years. Chapter 6 discusses 
advance notice in the context of services to 
displaced workers and summarizes the argu- 
ments for and against legally requiring advance 
notice. 



"Ibid. 

"See ch. 6 for a detailed discussion of the possibilities and 
advantages of early action before layoffs occur. 
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Arizona, New Hampshire, Rhode Island, 
South Carolina, and Texas are some of the 
States that are active in rapid response. Ari- 
zona, for example, created a Pre-Layoff Assis- 
tance Coordination Team (PACT) to mobilize 
services of the Slate Title III program, the Em- 
ployment Service, the UI program, and where 
appropriate, community block grants and com- 
munity colleges, at the first announcement of 
a plant closing or layoff. The team brought 
services to the workers in the plant oi at a 
nearby center; offered testing, counseling, job 
search workshops, and job placement; and re- 
quested that the employer give workers time 
off during the working day to attend the pre- 
layoff sessions. The employer was also asked 
to appoint a company coordinator to take 
charge of company activity and cooperate with 
the PACT; to let employees know what serv- 
ices were available; to host a Job Fair, if possi- 
ble, and to try to place its laid-off workers with 
business contacts, suppliers, or even competi- 
tors. Arizona officials reported that in 10 months 
of operation (through February 1985, when 
Arizona's Title III funds were nearly fully ob- 
ligated), the PACT team enrolled 1,275 work- 
ers. Of tho& j, an estimated 250 to 300 were re- 
employed before layoff-— generally in just a few 
days, since notice of the layoffs was usually 
brief. Once the plant was closed, the remain- 
ing clients were transferred to one of Arizona's 
permanent, continuing displaced worker cen- 
ters for further service, until placement. 

Although some States by 1985 had put sub- 
stantial effort into pre-layoff assistance, others 
were not prepared to respond quickly and ef- 
fectively when companies requested help in 
serving employees who were about to be laid 
off. Some companies, unable to get adequate 
technical assistance from local PICs or the 
State Title III program, hired private consul- 
tants to help organize services for their dis- 
placed workers, using Title III funds. As dis- 
cussed in chapter 6, advance notice of layoff 
is much diminished in value if high-quality ad- 
justment services are not offered promptly to 
the affected workers. According to some pri- 
vate consultants who help companies plan dis- 
placed worker services, PICs and State pro- 
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gram officials are improving in their ability to 
respond to calls for help, but many still have 
a long way to go. The 5 percent limit on State 
administrative costs for JTPA programs may 
be partly responsible for some of the States' 
failings in providing technical assistance. The * 
potential for building either a small Federal 
agency or State agencies capable of providing 
rapid response to plant closings and layoffs is 
discussed elsewhere in this report (chs. 2 and 
6 and the section entitled Canada, this chapter). 

Some States are interested in using rapid re- 
sponse teams for another purpose other than 
providing services to displaced workers; tint 
is, to try to avoid a plant closing or layoff by 
offering assistance of various kinds to the com- 
pany (see the section in this chapter entitled 
Community and Government Assistance to ; 
Prevent Plant Closings). A number of State 
managers of Title III programs have expressed I 
the desire to use JTPA funds for retraining ac- 
tive workers, so as to avoid displacement in the 
first place. JTPA allows Title III services to 
commence when workers receive notice of lay- 
off, but not before. A few States have begun 
to use Title III funds more preventively, author- 
izing retraining of active employees when em- 
ployers announce that they will be laying off 
unless retraining assistance is forthcoming 
from a Title III project. A few States have 
adopted programs to assist in the retraining of 
active workers who would otherwise be dis- 
placed (see section in this chapter entitled 
Non-Federal Programs: Retraining of Active 
Workers). 

Under the Carl D. Perkins Vocational Act of 
1984, employers can get Federal assistance for 
retraining their active employees (see ch. 7). A 
special new program authorized under the Per- 
kins Act would support education and train- 
ing programs designed cooperatively with em- 
ployers, and open to employed individuals who 
require retraining to retain their jobs, or who 
need training to upgrade their skills to qualify 
for higher paid or more dependable employ- 
ment. Congress did not provide funding for this 
program in fiscal years 1985 or 1986. 
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Eligibility 

JTPA's definition of displaced workers can 
be construed quite broadly. It encompasses 
most adult workers who have lost a job, or have 
received notice of termination, and are not 
likely to return to that job or a similar one, or 
have been unemployed for a long time and 
probably will not find employment in their old 
occupation and home area. (See table 5-7 for 
the JTPA definition of displaced workers.) 
States have some leeway to alter the definition, 
but most have hot dovo so. Thircy-four of forty- 
hiiie States responding to OTA's telephone sur- 
vey u ;pd JTPA's definition; another two added 
language that made the definition more ex- 
plicit; and two more directed Service Delivery 



Areas to determine eligibility under the JTPA 
definition. Seven States added restrictions to 
the definition, four broadened it to cover more 
workers, and two States did both (table 5-7). 

The alterations of the JTPA definition point 
out special problems that some of the States 
face— in particular, high local rates of unem- 
ployment and, in farm States, foreclosures. Six 
of the eight States that narrowed eligibility have 
unemployment rates higher than the national 
average. One, Illinois, explicitly stated that it 
had too many displaced workers to serve ade- 
quately with available funds. Its definition is 
one of the most restrictive: the displaced work- 
er must have been in an occupation that is not 
growing (as determined by the State Depart- 



Table 5-7.— State Definitions of Displaced Workers That Restrict or Extend the JTPA Definition* 

State Restrictions and extensions 

Restrictions: 

Alaska Worker must be: 

1. a resident of the State, and 

2. attached to an industry for 3 years or more, and 

3. terminated due to a closure or a reduction in the work force, and 

4. unlikely to return to former occupation or industry. 
Illinois Worker must: 

1. be in an occupational group that is not growing (as determined by State agency), and 

2. have proof of a job search of at least 1 month. 
Kentucky Worker must: 

1. have been laid off no more than 3 years ago, and 

2. have worked in layoff job or occupation at least 1 year. 

Kansas Worker must have been laid off no more than 2 years ago. 

Nevada Worker must have been laid off no more than 3 years ago. 

Pennsylvania Worker must have been laid off no more than 2 years ago (waivers may be granted). 

West Virginia Worker must have been a victim of a complete closure of plant or mine or of another operational 

closure. 

Extensions: 

Arizona Serves workers who: 

1. have received or will receive notice of termination^ 

2. were long-term unemployed (13 weeks) or have exhausted their Ul benefits, and have taken 
stop-gap employment (at substantially lower pay or skill level than on the old job) b 

,owa Serves self-employed people who have filea for bankruptcy or have a notice of foreclosure 

(including farmers) 

Kansas Serves self-employed people such as farmers or businessmen. 

New Hampshire Serves victims of plant closings or major layoffs (25 or more people). 6 

Wyoming Serves workers who are: 

1. Victims of plant closings or substantial layoffs t b 

2. Eligible for retraining under Trade Adjustment Assistance, and 

3. Unemployed and affected by economic or industrial changes that have resulted in loss or 
reduction of employment opportunities, as determined by State officia ls. 

*The definition of dislocated workers In JTPA, Sec. 302, is as follow* 

• Each State is authorized to establish procedures to Identify substantial groups of eligible individuals who: 
-have been terminated or laidoff or who have received a notice of termination or layoff from employment, are eligible for or have exhausted their entitlement 

or unemployment compensation, and are unlikely to return to their previous industry or occupation; 
-have been terminated, or who have received a notice of termination of employment, as a result of any permanent closure of a plant or facility or 
-are long-term unemployed and have limited opportunities for employment or reemployment In the same or a similar occupation In the area In which such Individuals 
reside, Including any older individuals who may have substantial barriers to employment by reason of age. 
°Emphasls added to denote difference from definition in JTPA Sec. 302. 
SOURCE: OTA telephone survey. 



ERIC 



200 



Ch. 5— National Displaced Worker Programs • 193 



ment of Commerce and Community Affairs), 
and must show proof of a job search of at least 
1 month. West Virginia limited eligibility to vic- 
tims of plant and mine closings. In Alaska, 
where unemployment remained as high as 10.5 
percent in late 1984, the State definition im- 
posed such stringent restrictions that Title III 
officials found it difficult to apply. No clients 
were served in Alaska in the transition year. 

Several States effectively ruled out service to 
the very long-term unemployed by restricting 
services to those laid off no more than 1 to 3 
years ago (table 5-6). Maine, which does not 
have a high unemployment rate but does have 
a large pool of long-term displaced workers to 
serve, takes a different approach. It does not 
restrict eligibility, but does no outreach, to 
guard against being overwhelmed with clients. 
Arizona, on the other hand, broadened the def- 
inition of the long-term unemployed to include 
workers who took jobs at substantially lower 
pay and skill level than on their old jobs. 

Of the five States that broadened the defini- 
tion of eligible workers, two (Kansas and Iowa) 
included self-employed people such as farmers. 
North and South Dakota did not explicitly ex- 
tend the definition to farmers, but did set up 
special training activities for them under Ti- 
tle III. Some of the farm States extended train- 
ing assistance to whole families who were los- 
ing their farms and livelihoods— to wives and 
older children who were now looking for 
nonfarm work, as well as to heads of farm 
households. 

Three States (Florida, New York, and Penn- 
sylvania) reported that they serve displaced 
homemakers in their Title III programs, even 
though these women often have limited experi- 
ence in the job market and do not fit the usual 
definition of displaced worker. In these States, 
displaced homemakers were included as long- 
term unemployed. 

Several additional States expressed interest 
in serving displaced homemakers under Title 
III, or the displaced self-employed, or farmers, 
or the underemployed who had taken stop-gap 
jobs; but they were unsure of their authority 
to do so. States that broadened eligibility did 



it on their own, without guidance from the De- 
partment of Labor. Some officials in these 
States, and others in States which did not ex- 
pand eligibility but considered it, believed they 
were running a risk of disallowance in audits 
by the Labor Department's Inspector General. 

Creaming in Participant Selection 

The strong emphasis under JTPA on high job 
placements and low costs has led some peo- 
ple to question whether the workers who are 
most job-ready, and least in need of assistance, 
are being selected to participate. Early studies 
of Title IIA projects (for disadvantaged work- i 
ers) indicate that this may be occurring, 46 but 
studies of Title III projects have found little evi- 
dence of creaming. In States where there are 
too many displaced workers to serve adequately 
(e.g., Illinois), eligibility restrictions do rule out 
some applicants, but not by screening out the 
less able. Some projects require participants to 
attend workshops for learning job search skills 
at the outset; they consider that workers who 
do not attend are not motivated enough to ben- 
efit from other project activities. The only evi- 
dence of overly rigid selection of participants 
in Title III programs is limited and anecdotal. 
A few reports suggest that contractors provid- 
ing training on a performance basis (i.e., they 
do not get paid until the trainee is placed) are 
extremely selective in choosing their candi- 
dates. Since most Title III projects emphasize 
job search assistance, not training, this kind of 
creaming probably does not affect large num- 
bers of displaced workers. 



"Both the Westat study, commissioned by the Department of 
labor, and the "independent sector" Grinker- Walker study re- 
ported extensive screening of applicants to Title IIA projects, 
both at initial intake by Service Delivery Areas and later for ad- 
mission to on-the-job or classroom training. The issue was a re- 
curring topic in oversight hearings of the Subcommittee on Em- 
ployment and Productivity of the Senate Committee on Labor 
and Human Resources, in Jackson. Mississippi, on July 12, 1984. 
Some witnesses at the hearing pointed to the positive aspects 
of screening— that it helps to select those "able to benefit" as 
well as those "in special need" of JTPA services; both purposes 
are mandated by the law. The reports also pointed out that many 
demographic characteristics are the same for JTPA Title IIA par- 
ticipants as they were for CETA (e.g., as many minority group 
members are served). However, fewer high school dropouts are 
being served under JTPA. See Cook, et al„ op. cit., ch. 6; and 
Walker et al., op. cit., pp. 50-69; U.S. Congress, Senate Commit- 
tee on Labor and Human Resources, op. cit. 
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Individual assessment of background and skills is an 
Important part of reanfiployment/retralnlng programs 
for displaced workers. Here, a lald-off Ford employee 
is interviewed by a participant coach at a Career 
Services and Reemployment Assistance Center, 
established under UAW-Ford Employee 
Development and Training Program. 

Generally, it appears that most States have 
not imposed barriers to entering Title III proj- 
ects, as long as displaced workers meet the 
broad criteria set forth in JTPA. In fact, a num- 
ber of States confronted with severe displace- 
ment problems that were not very evident 
when the act was passed (e.g., farm foreclosures) 
seem willing to stretch the definition to serve 
the affected workers. 

Federal Guidance 

Federal direction and oversight of the na- 
tional employment and training program is 
minimal. JTPA gave the States the primary role 
of oversight, and they have assumed it— so 
much so that one JTPA State director said of 
the Department of Labor: "It's as if they dropped 
off the face of the earth." 41 The question that 
arises is whether the Labor Department has 
carried the hands-off approach so far ?.s to 
cause difficulties in the program. 

The problem, as some State officials see it, 
is that Federal auditors (mainly, the Labor De- 
partment's Inspector General) will not be as 



"Walker, et al., op. cit., p. 135. 



"noncommittal and noninterventionist" as the 
Department itself has been. The practical ef- 
fect is "paranoia" in some States. 42 To avoid 
later trouble with audits, they have imposed 
strict regulations and paperwork requirements 
on Service Delivery Areas and other service 
providers. A study of Title HA programs re- 
ported that 36 of 57 SDAs (63 percent of the 
sample) found State reporting and other admin- 
istrative requirements more burdensome un- 
der JTPA than under the federally directed 
CETA. 43 Anecdotal evidence suggests that 
some Title III projects are also suffering from 
excessive caution and bureaucratic delays at 
the State level. One director of a project that 
received Title III funds said it took 6 months 
to get State approval of a $1,500 invoice. 

Areas of uncertainty mentioned by some 
State Title III managers include the definition 
of eligibility for Title III services and the ac- 
ceptability of some kinds of funding as State 
matches for Title III funds. Not all States com- 
plain of too little guidance from the Labor De- 
partment, however; and some complaints may 
reflect the inevitable problems and uncertain- 
ties in taking charge of a new program. 

There is little dispute that it is entirely appro- 
priate for the Federal Government is to help 
States and individual projects exchange infor- 
mation about their practices, successes, and 
failures. For several years, the Labor Depart- 
ment's Bureau of Labor-Management Relations 
and Cooperative Services has collected infor- 
mation, published reports, and held workshops 
on model displaced worker projects, particu- 
larly those sponsored by employers or by la- 
bor and management together. In 1985, the La- 
bor Department commissioned a report on 
model Title III projects. 

In addition, the Labor Department provides 
funds to organizations such as the National 
Governors' Association and the National Alli- 
ance of Business to support informal, direct ex- 
changes of current information among the 



"Ibid., p. 138; see also U.S. Congress, Senate Committee on 
Labor and Human Resources, Preliminary Oversight, op. cit. 
pp. 7*9. '* 

«Ibid. 
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State, local, and private parties who are pro- 
viding employment and training services* A 
number of States hold regional JTPA confer- 
ences for the same purpose* Except for the 
small labor-management bureau mentioned 
above, the Labor Department itself is not much 
involved in activities of this kind* The State Ti- 
tle III officials interviewed in OTA's telephone 
survey stressed the importance of exchanging 
information about their programs; in fact, some 
of them sought information about other States' 
practices from the interviewer* 

Some States reported considerable difficulty 
in managing information about their programs 
for their own internal planning* A number of 
States, afraid of exceeding the 5-percent limit 
imposed by JTPA on State administrative costs, 
do not have adequate staff to operate their man- 
agement information systems* According to 
some States, for example, the spending limit 
rules out hiring data entry clerks* In some, lo- 
cal service providers enter data in their own 
systems, but there is no hookup to the State 
administrative agency that is supposed to mon- 
itor the information* One State, West Virginia, 
reported that local information is being deliv- 
ered to the State system but the technical ex- 
pertise to gain access to it is lacking* Some of 
these problems may be worked out with time, 
but some States might benefit from more tech- 
nical assistance from the Labor Department in 
setting up and operating management informa- 
tion systems. 

The State Match 

One aspect of the JTPA Title III program 
with which States report substantial dissatis- 
faction is the requirement to match formula- 
funded grants doUar-for-dollar* In a few States, 
including California, Delaware, Iowa, Nebras- 
ka, and New York, legislatures have provided 
funds that Title III programs can use for part 
or all of the match, but the majority of States 
assemble a variety of in-kind contributions 
(e.g., donated private or public facilities, ma- 
chines, time of instructors at community col- 
leges, employer-donated staff time), and the 
employer's half of OJT wages* UI benefits are 
an important component; JTPA allows the 



States to meet up to half their match obligation 
with UI payments. This extremely varied w(?y 
of putting together matching funds, most State 
officials agree, imposes quite a bookkeeping 
burden* Another criticism is that most sources 
for the match do not really add anything to the 
Title III program, since they would be provided 
anyway; they only add to the paper work* This 
criticism applies especially to UI benefits* 

More important, the match requirement bi- 
ases the shape and content of the States' pro- 
grams* Several States commented on the attrac- 
tion of OJT, because it automatically provides 
a match* Vermont officials, for example, said 
they use OJT almost 100 percent for this rea- 
son* One State JTPA director commented that 
State programs use OJT more than may really 
be desirable; less costly job search assistance 
might suffice for many clients* He said: "Our 
first question should be 'how can we help?' not 
'how can we match?' " 

The match requirement may determine who 
delivers services* In fact, 22 of 46 States re- 
ported that this factor affected their selection 
of project operators* For example, most Illinois 
Titie III projects are located in community col- 
leges, which generate a match with in-kind 
contributions* This may be as good a choice 
as any other* But the match consideration does 
tend to rule out such project operators as la- 
bor unions or nonprofit community-based or- 
ganizations* It may also determine to some de- 
gree who gets service* Seventeen of forty-five 
States said that the matching requirement leads 
to targeting of services to workers eligible for 
unemployment insurance* The State of Wash- 
ington explicitly requires that half of the par- 
ticipants in Title III projects be recipients of 
UI benefits, thus providing a match* One State, 
South Dakota, simply avoided the problem in 
the transition year by spending only funds left 
over from the Emergency Jobs Bill of 1983, 
which did not require a match* 

At least one State, Arizona, tries to ensure 
service for the most workers by designating un- 
usual sources as matching funds, including the 
severance pay employers provide to laid-off 
workers, release time that employers give 
workers to attend activities in Title III projects, 
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and the money workers spend in relocating 
that is not repaid from Title III funds. Such ad- 
venturous States may be risking disallowance 
of their matches on audit. So far, no matching 
funds have been disallowed. 

As States gain more experience with the Ti- 
tle III program, difficulties with the matching 
requirement may recede. Some States with 
budget surpluses may consider enacting their 
own displaced worker programs, thus provid- 
ing a reliable source of matching funds. In gen- 
eral, States have a good deal of experience with 
matching many kinds of Federal grants, and 
have come to terms with the requirement. Pos- 
sibly, the very flexibility JTPA allows States in 
providing a match— with public or private 
funds, in cash or in kind— has caused some ini- 
tial confusion. But this flexibility is a positive 
feature in that it helps poorer as well as richer 
States offer services to displaced workers. 
Another positive feature of JTPA is its forgive- 
ness of part or all of the match in States with 
unemployment rates above the national aver- 
age, thus ensuring services in States where 
needs are likely to be great and the States' abil- 
ity to contribute small. 

Trade Adjustment Assistance 

The once large and costly TAA program was 
much reduced by the mid-1980s, but still pro- 
vided substantial benefits to eligible displaced 
workers. In 1984, about 30,000 workers were 
certified by the Department of Labor as hav- 
ing lost their jobs due to foreign competition 
and therefore qualifying for assistance. By 
comparison, at the height of the program in 
1980, over 585,000 workers were certified as 
eligible (table 5-8). Not only did the number of 
certified workers decline after 1980, but exten- 
sive income support payments for unemployed 
workers were also sharply cut. In 1985, the 
TAA-eligible worker could receive income sup- 
port payments, or Trade Readjustment Allow- 
ance (TRA) only as a continuation of, and at 
the same level as, his basic UI benefits, and 
only up to 1 year of UI and TRA combined. 
Payments could be extended for another 6 
months if the worker were in approved training. 



Table 54.— Workers Certified for Trade 
Adjustment Assistsnce, Cslendsr Yesrs 1975-84 

Workers cer tified 

]*™ 164.407 

32.820 

ls *>* 21,127 

1983 53366 

1984 29,800 

Total 1.451.965 

*0«!« for April through December. 

SOURCE: us. Conortss. Houm Committee on Weye and Mun>. Background 
MMWf* «ntf Out* on Programs Within th» Jurisdiction of tht Commit- 

«?o W L^ > t* r ^i? Jn *J 9,h Con ° • 1st •***■ Committee Print WMCP: 
F0O. «. 1905. p 264. 



As table 5-9 shows, outlays for TRAs dropped 
from a high of $1.6 billion in fiscal year 1980 
to $35 million in fiscal 1984; outlays were ex- 
pected to be about $45 million in' fiscal year 
1985." The TAA appropriation for training, 
out-of-area job search, and relocation assis- 
tance was $26 million in fiscal year 1985. A 
parallel TAA program of assistance to firms 
provided technical and financial assistance to 
firms in trouble because of foreign competition. 
The 1985 appropriation for TAA assistance to 
firms was $25 million; from 1975 to 1984, the 
program cost $300 million. 

With the reduction of the TAA program, the 
delays that once characterized it were also 
much reduced. The Employment and Training 
Administration of the Labor Department, which 
administers the program, reported that in 1985 
petitions for certification from workers were 
virtually all acted on within 60 to 80 days. 

As of 1985, the emphasis in the TAA pro- 
gram for workers was on training and, to a 
considerable degree, on helping eligible unem- 
ployed workers look for work in more prom- 
ising areas and relocate. What TAA provides 
for workers in training that JTPA Title III does 
not is income support, up to 1 year after the 
basic 26 weeks of unemployment benefits are 

"Trade Readjustment Allowances are funded as part of the 
larger Federal Unemployment Benefits Assistance Account and 
do not receive separate line-item appropriations. Therefore out- 
lays, not appropriations, arc reported for TRAs. 
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Table 5*9.— Trade Adjustment Assistance, Participants and Services, Fiscal Years 1975*84 



Workers receiving Outlays for 
Fiscal TRAs TRAs 

year . (millions of dollars) (millions of dollars) 



Number of workers 



Outlays (millions of dollars) 



Entered 
training 



Job 
search 



Relocation 



Training 



Job 
search 



Relocaton 



1975 

(4th quarter) 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 



47,000 

62,000 
111,000 
156,000 
132,000 
532,000 
281,000 
30,000 
30,000 
24,000 



71 

79 
148 
257 
256 
1,622 
1,444 
103 
37 
35 



463 

823 
4,213 
8,337 
4,458 
9,475 a 

20,386 a 
5,844 

11,299 
6,538 



158 

23 
277 
1,072 
1,181 
931 
1,491 
697 
696 
757 



44 

26 
191 
631 
855 
629 
2,011 
662 
3,269 
2,382 



.2.7. 



.3.8. 



12.0 
12.0 
5.2 
1.9 
18.4 
33.0 
18.5 



0.2 
0.3 
0.1 
0.3 



.1.0. 
.3.0. 



0.2 

o.e 

1.2 
0.7 
2.0 



0.2 



2.3 



■Of workers entering training in 1980,5,640 (59 percent) paid for their own training costs, In 1981, 18,940 (94 percent) paid for their own training Trainees were eligible 
for TRA living allowances. 

NOTES: Trade Readjustment Allowances (TRAs) provide income support during unemployment or or training. Job search expenditures are for job searches outside 

the worker's commuting area. In 1976, 1977, 1982, and 1983, not all outlays for training, job search, and relocation were reported separately. 
SOURCE: U.S. Congress, House Committee on Ways and Means, Background Material and Data on Programs Within the Jurisdiction of the Committee oh Ways and 
Means, 99th Cong. 1st sess., Committed Print WMCP.99-2, Feb. 22, 1985, pp. 267-269. 



exhausted. Once groups of workers are certi- 
fied as eligible for TAA, the local Employment 
Service office deals with individual workers, 
trying to place them in suitable jobs or, failing 
that, arranging for training. The ES offices may 
approve training only if no suitable employ- 
ment can be found, if the training is likely to 
lead to a job, and if the worker is qualified for 
the training. On-the-job training is favored, but 
classroom training may also be approved. In 
fiscal year 1983, the number of TAA-eligible 
workers enrolled in training amounted to more 
than one-third of those receiving income sup- 
port payments and to over one-quarter in fis- 
cal year 1984 (table 5-9). 

Helping workers to relocate is a significant 
part of the TAA program. Eligible unemployed 
workers who cannot find suitable jobs in their 
commuting area can conduct out-of-area job 
searches and collect reimbursement for 90 per- 
cent of necessary expenses up to $800. They 
can also collect 90 percent of reasonable and 
necessary moving expenses for themselves and 
their families, up to $800. This allowance of 
$1,600 for out-of-area job search and relocation 
is far above what is available in most JTPA Ti- 
tle III programs. Although JTPA can pay for 
both services, funds must be shared among 
many other activities. Some States consider 
relocation assistance a support service, so that 
the money to pay for it has to come out of the 
JTPA funds rHocated for nontraining expenses 
(roughly 30 percent). This puts a strict limit on 
funding. 
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In Arizona, for example, where 60 percent 
of Title III clients had lost jobs in the deeply 
depressed mining industry or mining towns, 
relocation to such thriving areas as Phoenix 
and Tucson is a much-favored option; 15 per- 
cent of participants are reported to receive 
relocation services. The State JTPA program 
officials feel they cannot afford more than a 
$650-per-worker allowance for out-of-area job 
search and relocation, even though they would 
like to encourage more cliems to consider this 
alternative. 

The continued existence of the TAA program 
is in question. In its 1986 budget, the Admin- 
istration opposed extending TAA past the ex- 
piration date of September 30, 1985; a proposed 
rescission for 1985 (which Congress did not 
agree to) would have removed all but $1 mil- 
lion from the $26 million already appropriated 
for training, job search, and relocation for fis- 
cal 1985, on the grounds that JTPA served the 
same purpose and TAA was not needed. In 
September 1985 Congress passed, and the 
President signed, a temporary extension of 
TAA, and there were reports that the Admin- 
istration was reconsidering its position of trade 
adjustment assistance. Meanwhile, at least 13 
bills had been proposed in Congress to extend 
or modify TAA. One approach was to create 
a trust fund to finance TAA, supported by a 
small uniform import duty. The Senate adopted 
this idea in its budget reconciliation bill, reau- 
thorizing TAA and providing earmarked fund- 
ing from the import duty. As Congress ad- 
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jourhed at the end of 1985, it had not passed 
the budget reconciliation bill, which contained 
authorization of TAA. Thus, TAA authority ex- 
pired, at least fbr the time. However, it may be 
revived, since Congress has shown a strong in- 
terest in the program. As this report was writ- 
ten, certified workers can continue to receive 
aUoWances for retraining and relocation through 
the end of fiscal year 1986, according to a con- 
tinuing resolution passed in late 1985. 

TAA has been criticized for its cause and ef- 
fect approach-^-an "over-preoccupation with 
pinpointing the cause of dislocation"— leading 
to inconsistencies in certifying workers for 
eligibility; 45 As discussed in chapters 8 and 9, 
if is ^fficdt^bfteri impossible— to disentangle 
trade from other causes of displacement, such 
as technological advance and changing con- 
sumer preferences. On the other hand, it can 
be argued that it is equitable to give special ad- 
justment assistance to workers who can be 
identified as directly paying the costs of a gov- 
ernment policy— in this case, the lowering of 
trade barriers— which is intended to benefit so- 
ciety as a whole. For eligible workers, TAA 
provides significant benefits in addition to 
those available under JTPA Title III: extended 
income support for people in training and 
more generous relocation assistance. 

The Employment Service 

The nationwide network of Employment 
Service offices is playing a substantial role in 
serving displaced workers. The State Employ- 
ment Security Agencies, which administer the 
ES offices, provide services for fees to Title III 
projects in 33 States. In 10 States, they provide 
services at no fee to the JTPA program, and in 
three there is a mixture of free and for-fee serv- 
ices. Ten States have put their Employment 
Security Agencies directly in charge of Title 
III programs, establishing basic testing, coun- 
seling, job search assistance, and training refer- 
ral services in local ES offices throughout the 



State, and then adding other elements such as 
OJT contracts with local businesses. In other 
States, local ES offices submit proposals to the 
State JTPA officials to operate displaced work- 
er programs. The most common arrangement 
is that the local Title III project buys from the 
ES office services such as job development and 
placement or helping to run a job search work- 
shop. There are only seven States or territories 
in which the ES system takes no part in Title 
III programs. 46 

The extra money furnished by JTPA has 
made possible most of the contributions from 
the ES system. With only its own resources, the 
ES system could hardly provide the assess- 
ment, testing, job counseling, development of 
job opportunities with employers, help with 
self-directed job search, and referral for suit 
able skills training that a good displaced work- 
er program offers. For years, the ES system did 
not grow, despite large increases in *ite work 
force and despite special responsibilities im- 
posed on the system by Federal and State laws 
(e.g., the duty to make special efforts for dis- 
advantaged workt; md other target groups). 
From 1966 to 1981, tne staff level for basic ES 
services was kept at 30,000 positions while the 
civilian work force increased 45 percent. 

In fiscal year 1982, Congress cut the ES sys- 
tem staff to 24,800 positions, and there it re- 
mains. Most State agencies have responded to 
the cuts not by closing offices but by stretch- 
ing staff thinner and cutting services— usually 
the more politically acceptable solution. There 
were still some 2,400 ES offices nationwide in 
1985, about the same number as in 1981. But 
counseling services, which had reached only 
7 percent of clients in 1981, dropped by 40 per- 
cent during the same time. Testing, previously 
available to 5 percent of ES clients, declined 
by 30 percent. 47 By and large, it is only in JTPA 
projects, with their infusion of extra funds, 
that ES staff are able to offer such individual 
services. 



"Paula Duggan and Virginia Mayer, The New American Un- 
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Automation 

Since the late 1960s, the ES system has tried 
to compensate with automation for the limited 
time the staff can devote to individual clients. 
Today, the entire system has more-orless auto- 
mated job banks serving every metropolitan 
area and, in some cases, entire States. The job 
bank is a current listing of new and unfilled 
job orders, collected in a central office from 
every local office in the area* Some local offices 
still send in their job orders overnight by cou- 
rier and receive an updated list the next morn- 
ing, but about 20 States have an intrastate 
computer network, and can update listings 
throughout the workday. 48 

The job banks have the obvious advantage of 
opening to applicants in every local ES office 
the job listings from all other ES offices in the 
area. Their main drawback is that they weaken 
personal links between ES staff members and 
employers who may be long-standing clients. 
Some offices hold their job bank listings closely, 
disclosing them only in individual interviews 
with jobseekers. Others release a censored ver- 
sion of the listings, with the employer's name 
removed, to other institutions (such as to Title 
III projects) or to jobseekers themselves. The 
idea is to protect the employer from unwanted 
calls from unscreened applicants. 

A more complex use of automation is in job 
matching. The jobseekers skills and experience 
are described and coded, and then compared 
with the characteristics of jobs on order to find 
a good fit. The key to the usefulness of the sys- 
tem is in the choice of descriptors and their ap- 
plication to individual cases. Two descriptor 
systems have been developed for the Depart- 
ment of Labor, one based on the detailed job 
descriptions in the Dictionary of Occupational 
Titles, the other on key words that cut across 
job titles. Applying the descriptors is more than 



"Sources for material in this section include David W. Stevens, 
"Public- and Private-Employment Agency Roles in Providing 
Labor Market . iformation and Job Search Assistance: Past, 
Present, and Future" contractor report prepared for the Office 
of Technology Assessment, August 1984; Linda LeGrande, Li- 
brary of Congress, Congressional Research Service, "The Na* 
tional Job Bank System," March 1985; and information provided 
by the U.S. Department of Labor, Employment and Training 
Administration. 



a routine task. It calls for human effort, skill, 
and time. These requirements, plus the costs 
of computers and telecommunication, are con- 
straints on the widespread adoption of auto- 
mated job matching. In 1984, 16 States were 
using job-matching systems that were at least 
partially automated in at least some of their la- 
bor market areas. For their job-matching sys- 
tems, as for their job banks, some offices still 
used courier deliveries instead of direct com- 
puter communications. 

Although nearly every State has job banks 
that are at least partially computerized, fully 
automated job order and job-matching systems 
are still the exception. Missouri provides an ex- 
ample of such a system. All 48 local ES offices 
within the State, and 12 more in Kansas and 
Illinois, are linked by microwave or land lines 
to the State Employment Security Agency's 
mainframe computer. Current information 
about applicants and job orders is fed into the 
system throughout the day. When a local of- 
fice refers an applicant, this information is en- 
tered into the system; when the desired num- 
ber of applicants (determined by the employer) 
has been referred, that fact instantly shows up 
on all the State's ES computer terminals. 

For 20 years, Congress has expressed a con- 
tinuing interest in creating a nationwide job 
bank and job-matching program within the na- 
tional ES system. Both CETA and JTPA author- 
ized the Secretary of Labor to establish a com- 
puterized national program, using electronic 
data processing and telecommunication as 
much as possible. The Interstate Job Bank, de- 
veloped by the New York State labor depart- 
ment for the U.S. Department of Labor, and 
operating out of Albany since July 1984, has 
made progress toward the congressional goal. 
Building on the Interstate Clearance System, 
which had been established a few years earlier, 
the interstate bank listed 44,700 job openings 
in 1984— up from 1,500 per year in the older 
system. 

The Interstate Job Bank is not a complete, 
fully computerized interstate clearance system. 
The bank's coverage is deliberately limited. 
State and local ES offices are asked to select 
job orders that have remained unfilled for a cer- 



207 



200 » Technology and Structural Unemployment: Reemploying Displaced Adults 



tain number of days, are in certain hard-to-fill 
professional and technical occupations, and 
are above a specified salary level. The ration- 
ale is that these kinds of jobs have a national 
market; the purpose of the interstate bank is 
to serve people considering relocation, and 
lower level jobs are not very likely to attract 
such people. It is argued, moreover, that most 
blue-collar and clerical workers without spe- 
cialskills do not usually consider relocation. 
Within the guidelines suggested by the U.S. De- 
partment of Labor, each State ES system has 
discretion over which job orders to report, at 
what time and by what means, and also when 
to remove them from the bank's listings. 

Th<5 Interstate Job Bank has no job matching 
feature. This was dropped on the grounds that 
it duplicated services offered at the State and 
local level. Finally, the system is by no means 
folly automated. In 1985 only five States out- 
side of New York sent in job orders by telecom- 
munication; the rest used the mail. Most send 
computer tapes, but seven still send paper co- 
pies. Nearly all States receive the bank's list- 
ings back by mail, on microfiche cards (three 
receive computer tapes). Except for local ES 
offices in New York State, only Nevada has 
two-way telecommunication links with the Al- 
bany center. The turnaround time for most 
States, allowing time for mail deliveries and up- 
dating the listings, is 8 to 10 days. The one-way 
telecommunications link that five States now 
have with the bank allows a turnaround of as 
little as 2 or 3 days. With Nevada's two-way 
link, same-day communication is possible. 

In proposals to improve the Interstate Job 
Bank, two specific issues are involved: 1) faster 
communication, so that job orders are listed 
quickly and removed quickly when the jobs are 
no longer open; and 2) broader coverage. More 
fundamentally, questions of improving the na- 
tional job bank relate to its central purpose, 
which is to help workers move from places 
where they cannot get jobs to places where they 
can. How much can improvements in the in- 
terstate system contribute to this goal? 

Technologically, it is feasible to make the In- 
terstate Job Bank both comprehensive in cov- 
erage and instantly interactive. An important 



consideration, however, is matching technol- 
ogy with the most likely needs and uses. The 
main argument against a comprehensive Inter- 
state Job Bank is that many of the job orders 
flowing into ES offices are for low-pay, low- 
skill jobs, and that few clients would be inter- 
ested in applying for these jobs in distant 
places. Professional and technical h?"d-to-fill 
jobs that might have a national market are al- 
ready entered into the Interstate Job Bank 
(though not instantaneously). However these 
jobs may not attract workers considering relo- 
cation either, since the jobs are often hard to 
fill because their pay is relatively low. 

The argument on the other side is that many 
blue-collar and less educated workers have in 
fact chosen to relocate when given practical 
help in getting jobs at the other end, including 
financial help with out-of-town job search and 
moving expenses. In a pilot project conducted 
by the ES system from 1976 to 1980, blue-collar 
workers took advantage of these kinds of relo- 
cation assistance in large numbers; 38 to 44 
percent relocated, compared to only 13 to 16 
percent of professional workers taking part in 
the project (ch. 6 provides details). The pilot 
project was conducted in one geographical re- 
gion (the southeast), not nationwide, and 80 
percent of the relocations were within that re- 
gion. Some other relocation projects that suc- 
ceeded also involved moves within a region. 49 
These results suggest that computerized ex- 
change of job bank information might proceed 
by steps, first within States, then among neigh- 
boring States, and finally, if it seems desirable, 
nationwide. 

From the standpoint of technology, the up- 
grading of State systems is a necessary first 
step. Statewide job bank systems vary a great 
deal in degree of automation, and the existing 
systems are not always compatible. If more 
States develop fully computerized systems, and 
if some degree of commonality is designed into 
all the systems, communication among them 
on job openings and qualified applicants could 
be accomplished in several ways. For example, 
each State system could be available for elec- 



tee, for example, the discussion of the relocation of Armour 
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tronic query by an office in another State or, 
at a more sophisticated level, selected systems 
could be linked by networking. These inter- 
mediate steps, less complex and costly than a 
fully interactive national system, might still 
prove a practical, effective help to workers con- 
sidering a move. 

In a time of general budgetary stringency and 
reduced ES budgets, it may be questioned 
whether State ES agencies will allocate enough 
funds to automate or revamp their statewide 
job bank systems. Congress might choose to 
appropriate funds for this purpose from the 
trust ftind account that supports the State em- 
ployment: systems. One bill in the 99th Con- 
gress (H.R. 1036) would provide $50 million 
each year for 4 years for the purpose of fully 
automating State job bank and job-matching 
systems. 

No one b*s made a detailed estimate of the 
costs either of a comprehensive, computerized 
interstate system or of an intermediate system. 
Complete costs would include not only the 
hardware (computers, terminals, and telecom- 
munication lines), but also software systems 
and staff time for training, operation, and 
maintenance. In 1984 the Data Processing 
Committee of the Interstate Conference of 
Security Agencies estimated that the costs of 
bringing all State employment security data- 
processing equipment up to date would be 
about $241 million. 50 This figure covered only 
the costs of modern mainframe computers, 
desk terminals, and disk technology, but not 
telecommunication lines, software, or staff 
time. 

A more optimistic indication of the costs of 
upgrading the automation of State systems 
comes from Missouri, which has a fully auto- 
mated system. Officials of the Missouri Em- 
ployment Security Agency report that the 
agency borrowed $1.6 million from the U.S. 
Department of Labor in fiscal year 1984 to up- 
grade their system's hardware. The State ex- 
pects to pay back the loan within 4 years, 

"Interstate Conference of Employment Security Agencies, 
Data Processing Committee, "A Report on the Data Processing 
Financing Needs of the Employment Security System" (Wash- 
ington, DC: ICESA, 1984). 



mostly from savings on operation and main- 
tenance of the up-to-date equipment. Missouri 
has about 2.4 percent of the U.S. labor force; 
thus according to the Data Processing Commit 
tee's estimates, upgrading the Missouri system 
might have been expected to cost about $5.6 
million, not $1.6 million. Without a detailed 
cost study, it is not possible to resolve the 
apparent discrepancies in these figures. 

Altogether, understanding of both the costs 
and benefits of a broader, more fully automated 
exchange of job bank information among States 
is limited. A study of these costs and benefits, 
including a consideration of several technical 
options for linking State systems, is needed as 
a reasonable basis for decisions on upgrading 
the Interstate Job Bank. 

Other applications of new communication 
technology, besides automated job banks, have 
been suggested to improve ES service to clients 
and possibly to save staff time as well. For ex- 
ample, one State administrator is exploring the 
use of telephone recordings combined with a 
redialing system, to reach clients outside of 
regular office hours with news about job open- 
ings. (The U.S. Internal Revenue Service and 
catalog order firms are already using this tech- 
nology.) 

Labor Market Information 

Much has been said about the difficulty of 
forecasting the demand for occupations as a 
basis for planning education and training. 51 In 
fact, in many States it is difficult to find good 
information even about current openings in 
local labor markets. CETA and JTPA both di- 
rected the Secretary of Labor to develop cur- 
rent employment data, by occupation and in- 
dustry, for the Nation, States, and local areas; 
and Governors were given responsibility for 
overseeing and managing statewide informa- 
tion systems on labor markets and occupa- 
tional supply and demand. 

The weakest element in this information sys- 
tem is detailed, up-to-date estimates of occu- 



"Ch. 8 discusses the Bureau of Labor Statistics system of oc- 
cupational forecasting. 
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pations in demand in local labor markets* The 
ES job banks do not provide it, because they 
generally contain only a small portion of the 
jobs that are available in their areas, and low- 
pay, low-skill jobs are overrepresented* Poten- 
tial beneficiaries of better information on oc- 
cupations in demand are individual workers 
looking for jobs or considering retraining, 
JTPA project staff, Private Industry Councils, 
State economic development planners, and the 
ES offices themselves* 

Some States do a good job of providing esti- 
mates for occupations in demand in local 
areas: State Employment Security Agencies 
(SESAs), which administer statewide ES sys- 
tems, routinely collect a great deal of labor mar- 
ket information to meet the data needs of na- 
tional programs* Under the technical guidance 
of the Bureau of Labor Statistics (BLS), they 
amass data on local unemployment rates, in- 
sured employment and wages, levels of em- 
ployment and earnings by industry, and occu- 
pations within industries, much of which is 
used to produce national employment esti- 
mates and occupational forecasts* Box 5C sum- 
marizes the purposes and content of these four 
Federal-State cooperative programs* 

Some States collect extra occupational data 
to show in more detail the patterns in local in- 
dustries. Putting together industry and occupa- 
tional data, SESA analysts are able to form a 
rough picture of which occupations are grow- 
ing, static, and declining in the State and in 
some local lebor markets* The same data can 
serve as the basis for State and local projections 
of occupations in demand* According to BLS 
officials, about 20 States provide reasonably 
current, detailed estimates of occupations in 
demand for at least some local areas* In the 
States that do not, a principal difficulty is lack 
of funds and expert staff to analyze die data 
that are available* With the cuts in funding and 
staff for ES systems since fiscal year 1982, 
some States have chosen to allocate fewer re- 
sources to research and analysis divisions, thus 
weakening their ability to provide local labor 
market information* 

State and local labor market information may 
now be in jeopardy for another reason* The 



BLS has announced plans to give the Occupa- 
tional Employment Survey (OES) lowest pri- 
ority among the four Federal-State cooperative 
statistical programs, partly because the data are 
of greater interest to States than to the Federal 
Government* 52 The Administration wishes to 
reduce Federal support for local labor market 
information that is not directly needed for na- 
tional purposes, such as determining eligibil- 
ity or fund allocation for Federal programs like 
JTPA, or producing national labor force statis- 
tics* JTPA states, however, that the Secretary 
of Labor "shall develop and maintain for the 
Nation, State, and local areas, current employ- 
ment data by occupation and industry, based 
on the occupational employment statistics pro- 
gram*" 53 The Administration also proposed a 
cut in the Federal Government's small program 
of local planning grants to States, covering a 
broad range of needs for local labor market in- 
formation* In fiscal years 1984 and 1985, fund- 
ing for these grants was $7*3 million* The 1986 
budget proposed $4*3 million for fiscal year 
1986, and Congress appropriated this amount* 

Some JTPA projects seek information on oc- 
cupations in demand by commissioning sur- 
veys of local employers to determine their re- 
cent hiring patterns* The results maybe more 
or less useful depending on the sophistication 
of the survey* Many projects use performance- 
based contracts, which put the responsibility 
for knowing what kinds of skills are salable on 
the trainer* 

A new idea for improving information about 
local occupational demand is under develop- 
ment in Colorado and is attracting interest 
from several other States* Employers in most 
States are already required to file quarterly 
reports for unemployment insurance purposes, 
showing the number of their employees at the 
beginning and end of the period and the wages 
paid the employees* The reports also identify 
the employer's detailed industrial classifica- 
tion* When data from the reports are aggre- 



"U.S. Congress, House Committee on Government Operations, 
An Update on the Status of Major Federal Statistical Agencies, 
Fiscal Yeer 1986 t 99th Cong., 1st sess., a report prepared by the 
Congressional Research Service (Washington DC: U.S. Govern- 
ment Printing Office, 1985), p. CRS-38. 
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Box SC.-Federal-State Cooperative Labor Market Information Program* 



All the State Employment Security Agencies 
coUect data, under die supervision of the Bureau 
of Labor Statistics (BLS, U.S. Department of La- 
bor), which are needed for four national labor 
market information programs* Funds for collec- 
tion and analysis of the data come partly from 
the Unemployment Trust Fund, which is sup- 
ported by employer-paid taxes, and partly from 
general appropriations. 

• Current Employment Statistics (CES). Every 
month, over 195,000 business establish- 
ments, with more than 35 million employ- 
ees, voluntarily provide payroll: reports to 
State agencies on employment, hours, and 
earnings of their employees. The CES covers 
nearly all wage and salary employment in 
nonagricultural establishments, by industry 
(3- to 4-digit SIC bode detail) and geographic 
location. The State agencies mail the same 
form to each establishment each month, so 
the respondent can compare the current 
month's figures with the last month's, for ac- 
curacy and comparability. The States use 
the reported data to prepare State and area 
series, and also send the data to BLS, to be 
used in the national data series. The flash 
gross national product estimates are based 
on the CES, and the program provides em- 
ployment and earnings estimates for many 
industries and regions within a few weeks 
of the date of the reports. Occupations are 
not included in this series* In fiscal year 
1985, the CES program had a budget of 
$17.9 million. 

• Insured Employment and Wages. State unem- 
ployment insurance laws require all covered 
employers to file quarterly reports on num- 
bers of people employed and wages paid, by 
detailed industrial classification (4-digit SIC 
code). In 40 States, employers must report 
the period of employment and earnings for 
each invidual employee by Social Security 
number; in the other 10 States, employers 
may submit employment and earnings to* 
tals. Individual employer reports are con- 
fidential, but the data are aggregated to pro* 
duce a picture of employment by industry 
and region. In some States, analysts use 
these aggregated reports to supplement the; 



CES data, which may lack detail for some 
local areas. The employers' quarterly 
reports, like the CES, do not include occupa- 
tional titles or classes. Federal funds for this 
program in the 1985 budget amounted to 
$13.1 million. 

• Local Area Unemployment Statistics (LAUS). 
Under several Federal laws, including the 
Job Training Partnership Act and the Pub- 
lic Works and Economic Development Act 
benefits to 'different States and areas are de- 
termined in part by locil unemployment 
rates. The national statistical program that 
estimates the employment status of Amer- 
ican workers each month, and many per- 
sonal and occupational characteristics of 
people both in and out of the labor force, is 
the Current Population Survey (CPS). CPS 
is not one of the Federal-State cooperative 
programs; it is conducted for the Bureau of 
Labor, Statistics by the Census Bureau and 
is based on a sample of about 60,000 house- 
holds. For 10 populous States and two met- 
ropolitan areas (I^s Angeles-Long Beach 
and New York City), the CPS sample is large 
enough to provide reliable monthly esti- 
mates of the lodal labor force and unemploy- 
ment rates. For the rest of the States and 
some local arms, labor force and unemploy- 
ment estimates are derived from several sets 
of data, including the monthly CES estab- 
lishment survey and current unemployment 
insurance claims. The LAUS budget was 
$8.9 million in 1985. 
> Occupational Employment Statistics (OES). In 
this cooperative program, approximately 
500,000 employers voluntarily report on the 
occupations of their employees, by industry 
(2- and 3-digit SIC code). Industries are sur- 
veyed on a 3-year cycle, manufacturing in- 
dustries one year, wholesale and retail trade 
the next, and services the next OES results 
show the number of workers in about 800 
occupations by industry, for the Nation as 
a whole, for the States, and for some local 
areas. OES forms pari of ih* basis for the 
projections BLS makes of employment in 
various occupations. In order to provide de- 
tail for State and some local labor markets, 
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the OES sample is very large, covering all 
employers of over 250 people, and about half 
of ell U.S. employment. A sample of about 
150,000 would suffice for national estimates; 
a larger sample of 365,000 is needed for 
State estimates. About 20 States have en- 
larged their statewide samples, in order to 
get more detail on local labor markets; the 
States pay for these additional surveys of 



about 135,000 employers. Currently, Federal 
funds pay for surveying the 365,000 em- 
ployers needed for the State estimates, but 
BLS officials have announced that the sam- 
ple size may be cut in 1986; OES has been 
given the lowest budget priority of the four 
cooperative labor market information pro- 
grams. The Federal part oi the OES budget 
in 1985 was $5.8 million. 



gated and compared across quarters, they can 
show hiring flows by local area and industry— 
but not by occupation. In the Colorado pilot 
project, the employer is asked to add occupa- 
tional titles for all employees. Thus, if the 
project succeeds, the raw data will be available 
for showing quarterly hiring flows not only by 
industry and locality, but also by occupation. 

The technical and financial difficulties of this 
kind of project could prove formidable. The 
first hurdle is that some employers report only 
for central offices, not for branches. More 
fundamentally, employers might find it very 
troublesome to classify their workers' occupa- 
tions by title, which could at the least delay sub- 
mission of UI reports and taxes. The request 
for such detailed reports might also erode 
employers* willingness to respond to long- 
established surveys sponsored by BLS for na- 
tional purposes, most of which rely on volun- 
tary cooperation. The costs to the States of 
aggregating and analyzing the data from mil- 



lions of employers might be high enough to ex- 
ceed the benefits of this procedure considera- 
bly. However, many analysts and managers in 
the employment and training field are inter- 
ested in testing the idea, because the potential 
benefits are substantial. 

Some of the demands from vocational edu- 
cators, employment and training managers, 
and Private Industry Councils for more or bet- 
ter occupational information concern forecasts 
more than recent or current data. Occupational 
projections, like other forecasts, are uncertain 
by nature. Their value quickly diminishes with 
the number of years they try to look ahead. Re- 
cent, detailed information on hiring in local la- 
bor markets is of immediate use, however, and 
can also keep short-term projections up to date. 
Given a choice, policymakers might want to 
spend scarce funds more on collecting and 
analyzing current data than on constructing so- 
phisticated models for projections. 



NON-FEDERAL PROGRAMS 



In the late 1970s and early 1980s, before 
JTPA, there were a few dozen State, local, and 
private displaced worker projects, usually sup- 
ported by some Federal funds. 54 Many of these 
non-Federal projects have by now run their 
course or have been folded into JTPA projects. 



94 Fora brief summary of some of these projects, see John A. 
Hansen. Andrew Martin, and James Maxwell, "Retraining Dis* 
placed Adult Workers for Jobs in the 1980s and 1990s: A Re* 
view of Past Programs. Current Proposals and Future Needs/' 
contractor report prepared for the Office of Technology Assess- 
ment. August 1983. 



A few of the larger statewide and nationwide 
programs still exist independently, sometimes 
contributing funds to individual displaced 
worker projects in combination with JTPA, and 
sometimes providing a different kind of serv- 
ice than JTPA does. 

In addition to their supplementary role in 
funding services for displaced workers, non- 
Federal job training programs are often de- 
signed for related purposes: 1) retraining ac- 
tive workers, both to avoid layoffs and tc help 
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keep firms competitive; 2) underwriting the 
costs of training the initial work forces of new 
and expanding businesses, to encourage eco- 
nomic development; 3) providing community 
or State government assistance (e.g., guaran- 
teed loans or technical assistance) to firms that 
are in trouble and in danger of closing, to avoid 
worker displacement. Some programs under- 
take all of these activities, and one activity may 
merge into another— often thei^ is little distinc- 
tion between them. 

Supplementing the Job Training 
Partnership Act 

The largest of State programs to assist dis- 
placed workers is California's Employment 
Training Panel (ETP). Founded in 1982, it has 
about $55 million a year iu spend for retrain- 
ing workers who are unemployed and collect- 
ing UI benefits, or have exhausted UI and are 
still out of work, or are in danger of losing their 
jobs and going on the UI rolls. The source of 
the funding is a small tax imposed on employ- 
ers who pay unemployment insurance, and are 
not currently in debt to the UI system (positive 
reserve employers). At the same time the tax 
for ETP was imposed, the UI tax was lowered 
by the same amount. 55 (California's trust fund, 
unlike that of many States, has run a surplus 
for a number of years.) 

In its first 18 months, from January 1983 
through July 1984, ETP authorized training for 
21,000 people. About 70 percent of these peo- 
ple were unemployed when they entered train- 
ing, and many qualified for services under 
JTPA Title III. A number of displaced worker 
projects have received training funds from both 
the JTPA Title III and the California ETP pro- 
grams; for example, an outstanding project in 
Milpitas, California, directed by a labor-man- 
agement team at the site of a closed Ford as- 
sembly plant, received about $2 million from 
each. (See ch. 6 for a description of the Ford- 
United Auto Workers project at Milpitas.) 



"Under current Federal and State laws, money collected by 
UI taxes cannot be diverted but must be used for UI benefits. 
Legally, the ETP tax is not a diversion, but the UI tax collection 
system is used to collect it. 
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The California Employment Training Panel provides 
retraining both for displaced workers and for active 
employees who need training to avoid displacement. 

With its annual budget of $55 million, ETP 
is not a supplement to JTPA but is far larger. 
California received a formula allotment of $7.9 
million for its Title III program in the 9-month 
transition year (the equivalent of $10.5 million 
annually). Nor is the ETP program a duplicate 
of Title III. ETP strongly emphasizes the re- 
training of active workers to prevent displace- 
ment and the use of job training to promote 
economic development. 56 



"Information on ETP is drawn from The Employment Train* 
ing Panel, Annual Report 19X4 (Sacramento, CA: State of Cali- 
fornia, 1984), ETP's monthly newsletters, and interviews with 
California State officials, instil, ti jnal trainers, and directors of 
displaced worker projects. 
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i The Employment Training Panel is struc- 
tured for fast action with a minimum of red 
tape. Training projects typically begin with a 
I telephone call from a business or training 
agency to one of ETP's three regional offices, 
followed by a meeting with ETP staff to dis- 
cuss and outline the training. There are no ap- 
plication forms to fill out; ETP staff take care 
of the paperwork. When speed is important, 
a project outline and formal agreement with 
the Panel can be concluded in less than a 
month. In the early days of JTPA, when most 
State programs were not yet organized and 
\ long delays in approving project funds were 
- common, this kind of fast, nonbureaucratic re- 
; sponse was especially helpful in getting proj- 
ects started* 

ETP is strongly committed to training that 
leads directly to jobs. Employers who accept 
wage subsidies to provide on-the-job training 
must assure that they will keep the trainees on 
as regular employees, and training institutions 
offering classroom courses must place trainees 
in jobs related to their training, or they do not 
get paid* The panel asks for 100-percent plac e- 
ment, although some flexibility is allowed in 
practice. ETP also demands that training be for 
lasting jobs with a future, paying at least $5 per 
hour to start (more in higher cost areas). 

ETP gives priority to customized training 
that prepares workers to perform specific jobs 
for specific employers who agree to locate or 
expand in California* According to the panel, 
California must offer this kind of service to 
compete with other States for new business 
and new jobs* For example, ETP training funds 
were used to attract Integrated Device Tech- 
nology (a silicon wafer fabrication company) 
to Salinas, an area hard hit by factory closings. 
The company had considered locating its plant 
and 275 jobs in Idaho instead. 

Some other States are showing interest in 
training programs funded by the equivalent of 
a small portion of the UI tax, in much the same 
fashion as California. Delaware was the first 
to follow suit, with its "Blue Collar Jobs Act," 
passed in 1984 and funded at $1.6 million a 
year* In Delaware's case, the new tax was 
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enacted when the State finished paying back 
a loan to the Federal Unemployment Account. 
(Delaware's UI trust fund ran a deficit during 
the recession.) The special employer tax dedi- 
cated to paying back the loan was lifted just 
as the new tax, equal to a portion of the spe- 
cial tax, was imposed. The practical effect was 
a UI tax reduction for employers, while the 
State got funding for a new job-training pro- 
gram. As in California, most of the training 
funded by the program will be offered to un- 
employed or displaced workers, but one-quar- 
ter of the funds are reserved for "industrial" 
training, including the retraining of active 
workers. 

Another source of supplementary funding 
for displaced worker projects is private funds, 
primarily the jointly administered manage- 
ment-labor training accounts provided in some 
union contracts. The largest of these are the 
nickel-an-hour and dime-an-hour funds nego- 
tiated by the United Auto Workers (UAW) in 
their national contracts with Ford and General 
Motors. Built by contributions of 5 or 10 cents 
for every hour worked by union employees, 
collections for the Ford-UAW fund amounted 
to about $10 million a year, and for the GM- 
UAW fund to approximately $50 million a year, 
in 1985. 

Both programs operate then own retraining 
and reemployment centers, open to any laid- 
off worker with recall rights, and both have 
contributed to displaced worker projects based 
in plants that were closing* The nickel and 
dime funds, like California's ETP fund, were 
essential to giving several projects a prompt 
start. Similarly, a retraining fund provided by 
the agi eement between the LTV steel company 
and a United Steelworkers of America union 
local in Midland, Pennsylvania, helped the 
Midland project for displaced workers get off 
the ground in 1983, wnile delays of more than 
a year followed applications for JTPA money* 

Flexibility remains a principal advantage of 
these private funds. Because JTPA-funded serv- 
ices are open only to unemployed workers, 
someone in the midst of a remedial education 
or skills training course as part of a Title III 
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Flanking their instructor, two (aid-off Ford workers are 
learning machining skills In a retraining course offered 
under the UAW-Ford Employee Development and 
Training Program. 

project cannot continue once he gets a job. The 
nickel- and dime-funded programs serve active 
as well as unemployed displaced workers, and 
so do not suffer from this drawback. Moreover, 
the privately funded training centers are able 
to serve underemployed workers who have 
taken a stopgap job as well as those out of work. 
As the condition of the auto industry improved 
in 1984 and 1985, the emphasis in the employ- 
er-union training programs serving auto work- 
ers shifted to include active employees as well 
as the unemployed. 

Retraining Active Workers 

Programs that emphasize retraining of cur- 
rently employed workers usually have several 
goals in view. The California Employment 
Training Panel, for example, emphasizes that 
retraining workers who are threatened with 
layoff can save the workers' jobs, save em- 
ployers the costs of personnel turnover, and 
save outlays from the UT trust fund. The panel 
also states that a principal goal of active retrain- 
ing is to encourage the adoption of new tech- 
nologies, thus helping California businesses to 
stay productive and competitive. The effect, be- 
sides avoiding the immediate loss of jobs, is to 
make future employment more secure. 



Through June 1984, 30 percent of the Cali- 
fornia workers benefiting from ETP training 
were active employees. To qualify for ETP 
funds, employers had to certify that, without 
retraining, their workers would be laid off and 
replaced with people who Jready had the skills 
that employers now required. Employers often 
cited the need for workers who could use com- 
puterized equipment and systems. According 
to an ETP report, at least half the job training 
the panel has funded involved some form of 
computer technology, ranging from office auto- 
mation to wafer fabrication in semiconductor 
plants. 

A number of ETP's active retraining projects 
serve small and medium-sized businesses. For 
example, 173 drafters working for 46 Los An- 
geles architectural firms were retrained in 
computer-assisted drafting and other auto- 
mated processes, which cut the time required 
for producing architectural drawings by 50 to 
75 percent. In another Los Angeles project, 
ETP helped to pay for the retraining of 148 em- 
ployees of 15 apparel firms. These employees 
learned to operate computerized equipment 
that designs patterns, adjusts pattern sizes, and 
determines die placement of patterns on fab- 
ric. No other such training program existed in 
the Western United States, Without the train- 
ing, employers reported, they would have pi- 
rated trained workers from the east coast, or 
they would have exported work overseas to 
low-wage countries. Either way, current em- 
ployees would have lost their jobs. 

Large businesses are also taking advantage 
of ETP-funded training. The Hughes Corp,, 
California's biggest single employer, used ETP 
funds to retrain 990 workers, some of them 
current employees in danger of layoff, some 
former workers eligible for recall, and some 
new hires, to operate a sophisticated new in- 
ventory control and production management 
system. So far, the largest of the ETP-aided 
projects for retraining active workers is $5 mil- 
lion cf assistance to the Bank of America, The 
bank is closing branch offices and plans to 
retrain 2,000 former tellers, operations assis- 
tants, and clerical workers for such jobs as spe- 
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rial loan officers, personal banking officers, 
and computer-banking assistants. 

Some uneasy questions arise about the use 
of public funds by large, financially healthy 
firms to train their workers. California ETP 
staff argue that many firms adopting new tech* 
nologies would find it simpler and cheaper to 
replace current workers with newly hired peo- 
ple who have trained themselves at their own 
expense, and that ETP retraining saves the fi- 
nancial and emotional costs of displacement. 
Moreover, the availability of ETP funding for 
training allows firms to spend more for invest- 
ment in capital equipment, thus improving 
their competitive position. In my case, since 
the ETP program is funded directly and solely 
by what amounts to a portion of the UI tax, 
paid by employers, the panel believes that it is 
appropriate to support any training that re- 
duces UI-c6vered unemployment, current or 
potential. 

Altogether, the public share in retraining of 
active workers is minute compared to the pri- 
vate. As chapter 7 discusses, spending by em- 
ployers for formal training and education of 
their employees probably amounts to at least 
$10 billion per year and possibly much more. 
Informal training in the workplace, while 
almost impossible to quantify, is certainly of 
great importance as well. Public assistance for 
preventive retraining, mostly funded by States, 
probably adds up to no more than tens of mil- 
lions per year, compared with the billions spent 
by employers. Clearly, the public sector can- 
not take the place of the private in this activ- 
ity. It is ths private sector that now provides, 
and will continue to provide, by far the most 
retraining of current employees that a chang- 
ing and competitive economy requires. 

Private programs such as the nickel and dime 
funds are structured ways of obtaining employ- 
er-funded training for currently employed blue- 
collar workers. For the union, a principal goal 
of the retraining programs for active workers 
is to bolster job security. For example, the 1984 
UAW-General Motors contract calls for a job 
bank, supported by the dime fund, that will pro- 
vide retraining and General Motors employ- 



ment for workers whose jobs are lost due to 
technology or productivity improvements or to 
outsourcing (purchase of auto components 
abroad). This contract provision does not ap- 
ply to jobs lost because of changes in consumer 
preference. People assigned to the job bank 
may be trained to serve in a roving team of sub- 
stitutes, but in any case are supposed to be 
offered training to upgrade their skills. The job 
bank program has not yet had a real test. In 
mid-1985, auto sales and production were 
strong enough that only 41 people had been as- 
signed to it, and they stayed only 2 weeks be- 
fore getting new General Motors jobs. 

In 1984 and 1985, nearly all the retraining 
of active General Motors employees that the 
dime fund supported was preparation for work 
in redesigned, modernized plants, not a re- 
sponse to elimination of jobs. For some em- 
ployees—for example, the hundreds of work- 
ers assigned to two technologically advanced 
steering gear plants, or the skilled technicians 
and repair crew in assembly plants— the re- 
training is technical and fairly demanding. For 
others— for example, assembly line workers in 
the modernized Pontiac, Buick City, and Ham- 
track assembly plants— much of the retraining 
consists of a 3-week course emphasizing team 
building, learning to trust fellow workers, and 
understanding the importance of quality. For 
those who need it, short courses in remedial 
or brush-up education in reading and math is 
offered. A key element in the success of the atti- 
tude training received by assembly line work- 
ers, stressing the connection between the work- 
er's own welfare and the success of the product 
ir the marketplace, appears to be the joint un- 
ion-management administration of the program. 

Another privately funded national program 
for retraining active workers was negotiated 
in a 1983 contract between AT&T and the Com- 
munications Workers of America. In anticipa- 
tion of rapid technological change in the tele- 
communications industry, the contract called 
for the company io spend up to $36 million 
over 3 years for retraining employed workers. 
With the breakup of AT&T, the regional Bell 
companies as well as AT&T itself have taken 
over the training obligation. 
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In each of these companies, a labor-manage- 
ment advisory board approves training that it 
believes will help the employees fit into other 
company slots, as jobs and the organization of 
work evolve with changing technology— or, 
failing that, will help them find other jobs in 
the local economy In 1985, thousands of AT&T 
and Bell employees took advantage of training. 
The Northwestern Bell joint advisory board, for 
example, approved training in individually 
selected community college courses, and 3,300 
{25 percent) of employees signed up. The Bell 
South board emphasized correspondence 
courses; in subjects ranging from basic math 
and English to typing, business-letter writing, 
algebra, and digital electronics. Some 5,000 em- 
ployees enrolled. Of 76,000 nonmanagerial em- 
ployees of AT&T's communications division, 
10,000 were taking home study courses in mid- 
1985, chiefly in electronics, accounting, com- 
puter-related skills, and arithmetic. 

The joint advisory boards responsible for 
framing the training programs have emphasized 
the importance of improving broad, generic 
skills, and many employees are seeking this 
kind of training* When it comes to more spe- 
cific technical skills, the advisory boards have 
little to go on. They have received relatively lit- 
tle information from the company manage- 
ments on the jobs and skills expected to be in 
demand in the future, partly because union 
members have complicated bumping rights 
based on seniority, and it is hard to foresee 
what jobs will be open. Also, some companies 
consider information on their future job skill 
needs proprietary. As for employment outside 
the companies, the advisory boards face the 
same difficulties many others do in finding 
readily available, detailed information on job 
demands in the local labor market. To antici- 
pate what jobs will be in demand in a few years 
is still more chancy. 

The company-provided retraining did not ex- 
tend to workers who lost jobs in the largest lay- 
off in AT&T's history-the cutback of 24,000 
of 117,000 jobs in the company's Information 
Systems division, announced in August 1985. 
AT&T did provide reemployment assistance, 
however. Besides offering ex-employees help 



with resume writing and job search skills, the 
company set up a central labor exchange in- 
formation program with a free long-distance 
telephone number* Employees were asked to 
list their job skills and interests, and employors 
to list job openings. The initial response from 
employers seeking skilled employees was brisk; 
some 1,700 employers listed nearly 6,000 job 
open Tigs in the next few days after national 
advertisements publicized the information ex- 
change. The company planned to keep the ex- 
change active at least through the end of the 
year. 



Comunity and Government Assistance to 
Prevent Plant Closings 

Plant closings and large labor force shifts are 
an inevitable part of economic growth and 
change, an aspect of the "creative destruction" 
of capitalism* This does not mean, however, 
that every threatened plant closing is unavoid- 
able. In some cases, troubled companies are 
able to adopt effective strategies to enhance 
their competitiveness, with or without public 
assistance, and thus avoid the necessity of clos- 
ing down. Even though the strategy for survival 
may involve sacrifice, such as trimming the 
work force, the massive worker displacement 
and community distress of a complete closing 
is averted. 

Some firms, because of technological ob- 
solescence, strong foreign competition, loss of 
product demand, or plain poor management 
have little chance to survive. In others, the 
changes required for survival are so far reach- 
ing, and time and resources so limited, that 
closing down is the only reasonable option. Ef- 
forts to keep these firms in business and save 
jobs will, in the long run, be wasted* Not all 
decisions to close down a firm are clear cut, 
however. The reasons for resorting to a shut- 
down are various, and some are more compel- 
ling than others. Some firms have reasonable 
prospects for long-term success if they can 
weather a short-term crisis and at the same 
time do what is necessary to enhance their 
long-run competitiveness and profitability. 
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"Doing what is necessary" often means the 
loss of jobs. Restoration of a firm's competi- 
tiveness often depends on improving produc- 
tivity, that is, achieving more output per hour 
of labor. Unless sales rise enough to compen- 
sate, saving the company costs some jobs— but 
not as many as if the company went out of busi- 
ness. For example, in 1974 the Japanese com- 
pany Matsushita bought Motorola's money- 
losing Quasar operation, which made tele- 
vision sets. Matsushita invested heavily in 
labor-saving equipment and also moved some 
of its operations to Mexico, where wages were 
lower. At the same time, the company rede- 
sighed the product and reorganized work to im- 
prove quality and encourage employee partic; 
pation. With all this, some jobs were lost. Yet 
if the company had failed, several thousand 
more U.S. workers would have lost their jobs. 87 

Because local communities often have a large 
stake in the survival of a threatened plant, they 
may become involved in efforts to save it. State 
or Federal Government agencies may also be 
drawn into the efforts. Public or community 
agencies considering this course will make 
wiser decisions if they first size up the reasons 
for the closing and the longer term prospects 
of the firm. The following questions are among 
the key considerations. 

Is there enough time? Early detection of 
problems so that there is time to adopt a cor- 
rective strategy is essential. Also, both manage- 
ment and labor must clearly recognize that 
short-term measures (e.g., temporary work 
sharing) will seldom be effective unless they 
are combined with a long-term strategy to im- 
prove the company's competitive position. 
Often, it takes several months to conduct a fea- 
sibility study just to determine whether there 
really are practical alternatives to shutting 
down, and several more months maybe needed 
to negotiate the necessary changes. 



M U.S. Congress, Office of Technology Assessment, Interna- 
tional Comptetitiveness in Electronics, OTA-ISC-200 (Washing- 
ton, DC: U.S. Government Printing Office, November 1983), p. 
338; J. A. Alic and M. C. Harris, "Employment Lessons From 
the U.S. Electronics Industry," in Proceedings of the 2d Inter- 
national Conference on Human Factors in Manufacturing. H 
J. Bullinger (ed), Stuttgart, West Germany, June 11-13, 1985 



Are there realistic prospects for profitability 
that are likely to attract other investors? Some 
modestly profitable plants are slated for closure 
because they do not provide the rate of return 
that meets the goals of corporate managers or 
stockholders. These plants may be good can- 
didates for acquisition by other investors, al- 
though in some cases the parent company will 
not want to sell out to a potential competitor. 
Other firms may have reasonable prospects for 
profitability if capital is invested, costs are cut, 
or management is generally improved. More 
rarely, companies may have the potential to 
convert to a different product line with better 
prospects for profit, if the physical plant and 
employee skills are suitable fo'the new product. 

Are both management and labor willing to 
make sacrifices to create a more efficient, pro- 
ductive, and profitable plant? Often, success- 
ful turnarounds dapend on reforging relation- 
ships between labor and management, with 
give and take from both parties in devising an 
effective plan of action. Management has to be 
able and willing to commit capital hinds to a 
risky endeavor, and often to share some deci- 
sionmaking power with labor. Long-term wage 
concessions may be required of both managers 
and workers, and labor unions may have to ac- 
cept changes in work rules, occupations, and 
staffing. 

Communities can sometimes play a critical 
role in helping to save threatened plants. Their 
contribution maybe in the form of encourag- 
ing labor and management to work together for 
the company's survival, finding alternative in- 
vestors or new owners, providing training for 
the work force in a modernized plant, or up- 
grading public facilities or services. Even when 
the prospects for saving plants look favorable, 
communities also need contingency plans for 
assisting displaced workers. The plant may 
after all close, or if it survives, it may need a 
smaller work force or a different kind of work 
force. A certain amount of displacement is 
likely in any event. Some communities have 
permanent local organizations that can under- 
take these responsibilities. In others, less for- 
mal efforts are undertaken as needed, usually 
in response to specific plant closings. 
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Most States do not have specific programs 
to channel assistance to troubled industries or 
plants in danger of closing. Their efforts to help 
are likely to be ad hoc or directed more toward 
the general goal of economic development and 
job creation. A few States, including Califor- 
nia, Massachusetts, and South Carolina, have 
established continuing programs to help firms 
and industries in distress. 

Promoting Labor-Management Cooperation 

A recent innovation, the Area Labor-Man- 
agement Committee (ALMC) is intended to fos- 
ter cooperative solutions to company-worker 
problems that may threaten the company's ex- 
istence and the prosperity of the community. 
ALMCs have been tried most commonly in 
communities plagued by poor labor-manage- 
ment relations, where firms have closed or fled, 
and new ones cannot be attracted. Since the 
1970s, a score of communities have established 
ALMCs. 

One of the oldest and best known of these 
organizations was founded in 1970 in James- 
town, New York* At that time, this small man- 
ufacturing town (population 40,000) in the far 
western part of the State had entered a condi- 
tion of economic decline, brought on in part 
by very poor relations between management 
and labor. After a major employer went out of 
business, the town's mayor (Stanley Lundine, 
now a member of Congress) convinced local 
business and labor leaders to form a voluntary, 
community-wide labor-management commit- 
tee. Co-chaired by representatives from labor 
and business, the committee also includes the 
mayor, the city ombudsman, and someone 
from the Federal Mediation and Conciliation 
Service as ex officio members. 

Jamestown's ALMC adopted a strategy of lo- 
cal economic renewal, attempting both to re- 
tain local firms and attract new ones. The com- 
mittee offers a cooperative program to assist 
local industry, better labor relations, develop 
human resources, and improve productivity. 
A key element of the program is in-plant labor- 
management committees, which look for co- 
operative solutions to problems that affect the 
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firm's ability to compete. The ALMC keeps the 
committees supplied with technical assistance 
from the local community college, consultants* 
and local and State agencies. One study credited 
the ALMC with saving 1,708 jobs from 1972 
to 1981. 88 Many of these jobs were in plants that 
would have closed or relocated had produc- 
tivity not improved. The same study concluded 
that ALMC had helped to create 2,500 new jobs \ 
in the community, many of them in firms that j 
would not have located or expanded in the 
area, had the old negative image of labor-man? 
agemunt relations persisted. In 1985, 12 in- 
plant committees were operating in Jamestown * 
area plants, including 9 under ALMC spon- 
sorship. 

A modest-sized Federal agency employing | 
the same approach as that of the ALMCs is the J 
Division of Cooperative Labor-Management | 
Programs, U.S. Department of Labor. Its mis- 
sion is to foster joint efforts by labor and man- $ 
agement to improve productivity and enhance 
the quality of worklife. Its assistance to busi- i 
ness, labor, and public organizations includes 
information services, workshops, technical 
assistance, and provision of resource materials* 

State Programs to Help Troubled Firms 

i 

Massachusetts is one of the few States with 
a permanent, established program to help trou- 
bled firms. Created by law in 1984, the State { 
program includes several different services* 
One is the Massachusetts industrial service I 
which, at a firm's request, offers help in im- ] 
proving outmoded technologies and poor man* 
agement, or in searching for a new owner if J 
necessary. Firms may take advantage of a con- 
suiting service which can develop an adjust- 
ment strategy to be followed by the present 
owner or, fading that, to serve as the basis for \ 
attracting a new owner. The industrial service 
is also authorized to assist communities hit by 
plant closings, either by looking for new uses 

"Christopher B, Meek and William F, Whyte, "Community [ 

Economic Revitalization: The Jamestown Model of Cooperative \ 

Labor-Management Problem Solving/ 1 in Gary B. Hansen and < 

Marion T. Bentley, Problems and Solutions in a Plant Shutdown: \ 

A Handbook for Community Involvement (Logan, UT: Utah State { 
University Center for Productivity and Quality of Working Life, 

1981), pp. 291-308. : 
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for idled plants or by trying to attract new busi- 
ness (the more conventional economic devel- 
opment strategy)* The service is also charged 
with developing an early warning system, iden- 
tifying the kinds of industries that are vulner- 
able to plant closings and to significant losses 
of employment 

Another program created by the same law 
is a stabilization trust, the purpose of which 
is to provide "flexible high-risk financing" to 
troubled firms that are deemed economically 
viable, the financing is intended to make pos- 
sible a change in ownership, or corporate re- 
structuring, or a turnaround plan that could 
^ye^jpljant closure. The trust is designed to 
supplement financing by private sources and 
other public agencies, not to replace them* The 
program is new, and how it will work in prac- 
tice has yet to be proven. The difficulty in such 
programs is evident: how to select companies 
that have a good chance of becoming produc- 
tive and competitive, and to avoid wasting time 
and money on ones that do not. 

South Carolina's Rapid Response Team shares 
some features with the Massachusetts pro- 
gram. The Governor established this coordinat- 
ing body in the summer of 1983, to deal with 
the large number of textile mill and manufac- 
turing plant closings occurring in the State. At 
first, the team was seen as a temporary recos- 
sion measure, but in the fall of 1983 a task fo^a 
of the Governor recommended making it per- 
manent, to play a part in the State's strategy 
for economic development. The State Devel- 
opment Board w£s put in charge, with other 
State agencies responsible for education, train- 
ing, employment security, and development 
financing also serving on the team. Additional 
agencies can also be tapped when needed. 

The missions of the team are to identify prob- 
lems related to plant closings and to coordinate 
State and local assistance when closings occur. 
Two specific goals are aversion (helping plants 
avoid closings when possible) and conversion 
(when the closing is inevitable, helping to con- 
vert the work force to new employment and 
the plant back to productive use). 



The State Development Board has a central 
clearinghouse to collect as much early warn- 
ing of plant closings as possible from such 
sources as local development boards and coun- 
cils of government, chambers of commerce, 
banks, and local ES offices. When notified of 
an actual or probable closing, the team ar- 
ranges a site visit If its evaluation suggests eco- 
nomically sound alternatives to closing the 
plant, the team works with the plant manage- 
ment on an aversion strategy package that may 
include provision of business information, fi- 
nancial assessments, loans and tax incentives, 
assistance in research and marketing, and 
technological assistance, including retraining 
workers for jobs using automated equipment. 

By mid-1984, the team had visited 12 plants 
threatened with closure, affecting 3,485 work- 
ers. One of the plants— Anderson Mills in the 
town of Anderson, employing 450 people- 
seems to have been saved through a combina- 
tion of financial ana management assistance. 
Two plants were successfully converted. The 
Racine Glove Co. in Manning and the Sunbeam 
* mall appliance plant in Denmark were both 
sold to new owners making similar products, 
and both are back in production. All 85 work- 
ers at the glove company werr rehired. Em- 
ployment at the appliance phi.* ' irmerly 250, 
was expected to reach 200 two * . ars after the 
new owner took over. 

Helping to Find New Financing or New Buyers 

One of the strategies that States, local gov- 
ernments, and communities use to help troubled 
firms is to arrange financing for improvements 
that may pull the firm through. Community of- 
ficials or local citizens sometimes serve as in- 
termediaries in getting technical or financial 
assistance from State or Federal agencies. 
Rarely, local governments may themselves pro- 
vide direct financial help or incentives to a 
threatened firm. If the current owner cannot 
or will not stay in business, community repre- 
sentatives may seek a buyer. Sometimes a lo- 
cal government serves as a middleman be- 
tween a troubled firm and new investors or a 
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new owner. When it works, this approach is 
very cost-effective for local taxpayers. Even af- 
ter a plant has closed and the workers have 
been laid off, community and State action 
sometimes succeeds in finding a new owner 
to reopen the plant In rural or isolated places, 
where one plant can make a critical difference 
to the economic life of a community, local 
leaders and government officials have compel- 
ling reasons to try persistently to revive the 
plant Such an instance is described in box 5D. 

Worker ownership of a failing plant is another 
option, much publicized but not very often ac- 
complished; to avoid plant closure. Employee 
stock ownership plans are widespread in U.S. 
businesses (in part because of tax advantages 
conferred under the Employee Retirement 
Income Security Act of 1974 and its amend- 
ments), but the National Center for Employee 
Ownership knows of only about 35 instances 
of worker buyouts to avoid plant closings since 
about 1970* Because of incomplete reporting, 
the actual number of such buyouts may be 
twice as great, perhaps 70 cases, but this is still 
only about 1 percent of all employee-owned 
operations* State and Federal agencies on oc- 
casion offer some help in worker buyout ef- 
forts, sometimes by sharing the costs of feasi- 
bility studies to determine if worker ownership 
is viable* State assistance has not played a 
prominent part in most buyouts, however* 

The largest and best known worker buyout 
so far was the one negotiated between the Na- 
tional Steel Corp* and employees at its Weir- 
ton, West Virginia, Steel Division in 1983. A 



year earlier, the company announced that it 
would consider employee ownership a viable 
alternative to its plans to gradually reduce new 
investments in the plant as a prelude to clos- 
ing it. Consultants hired by the company and ■ 
employees to explore the feasibility of worker 
ownership found that the long-term prospects 
for the company's steel products were favora- 
ble, on the condition that employees take sig- 
nificant wage cuts* ] 

Pensions and benefits accrued under Na- 
tional Steel's tenure were another key negoti- 
ating point If the plant closed while National 
owned it, the company's closure costs would 
swell to hundreds of millions of dollars for such 
items as early pension payments and severance 
pay. At the same time, workers were concerned 
that they could lose all benefits if the company \ 
failed after they took it over* In the final agree- 
ment, the employees accepted a 20-percent 
wage cut, while the company agreed to con- 
tinue its pension and benefit obligations for 5 
years after the buyout. During its first year as j 
an employee-owned firm, Weirton made a 
profit of $60*6 million* i 

The Weirton worker ownership agreement -J 
depended very little on direct spending of gov- 
ernment funds* The West Virginia Economic 
Development Authority provided $125,000 for 
an initial feasibility study, and two counties in f 
the area contributed an additional $35,000* At 
one time, the city applied for a Federal urban 
development action grant to help with in-plant 
improvements, but its application was rejected. 



LABOR POLICIES AND ADULT WORKER TRAINING IN THE UNITED STATES AND 

OTHER INDUSTRIAL DEMOCRACIES 



Labor Policy 

Government policies specifically designed to 
deal with labor adjustment are relatively new. 
In most industrialized countries, active (or 
selective) labor policies date only from the 
1960s. Before that, governments relied on three 
kinds of policies to affect employment and un- 
employment: 1) general macroeconomic pol- 




icy, 2) employment insurance and welfare, and 
3) economic development policy* Adult train* 
ing and retraining programs also existed for 
years in many industrialized nations, but only 
in the 1960s did the OECD countries begin to 
use these programs systematically to meet the 
employment needs of selected groups, regions, 
and economic sectors; that is, to make them 
a part of active labor policy* The active labor 
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Box 5D.— Community Action to Save • Maine Potato Plant 

A textbook example of community efforts to find a new owner for a closed plant took place re- 
cenuy in Maine s Aroostook County. Unlike the rest of the State, this county has a persistently high 
unemployment rate. In October 1983, one of the county's largest employers. Potato Services, Inc.. 
""J" j«y^ notices to over 700 workers at its Presque Isle processing plant for french fried and 
22? 1 - E 0 *??**- A . JS* 1 wter ' *• firm '* P" 80 * corporation filed in New York City to reorganize 
Potato Services under Chapter 11 of the Federal bankruptcy laws. It was the corporation's second 
such bankruptcy petition in 8 years, and the company still owed creditors from the first agreement. 
Hopes of keeping the plant open were faint unless a new owner could be found. 

The loss of the plant was a heavy blow to the region's shaky economy. Two nearby potato- 
processing Plants had already folded within the year, and the State labor department figured that 
a. total of 1.800 jobs were at stake in the closing of Potato Services, counting the ripple effects in 
the local economy. The plant had provided a guaranteed market for up to 20 percent of the county's 
potato crop. The closing was a furthsr blow to Maine's potato growers, who had already seen their 
8 ° are ¥■ teW*""" m*Hwt for frozen potatoes and french fries drop from 24 to 7 percent in 15 
years, in part because of Canadian competition. 

Sentiment to find a new owner was strong; the Governor of Maine established an ad hoc com- 
mittee to pursue alternatives; the Northern Maine Regional Planning Commission called on local offi- 
cials, union and company representatives, the Maine Potato Council and Maine Potato Commission, 
and economic development officials to join in the search. The key was to find a buyer willing to make 
tiielarge investment-estimated at $10 million-needed to make the plant competitive over the long 

The strategy was. first, to table all other plans for the plant while the search was on for a buyer 
and, second, to look for a buyer from outside the area. The reason for preferring an outside buyer 
was that, reportedly, the largest remaining potato processor in Aroostook County planned to take 
over toeplant and «•» i» wr processing green vegetables, not potatoes. While this might be reason- 
able business strategy from the processor's point of view, it would leave the potato growers with 
only one major buyer in the county. 

.« Western potato processors were believed to be good prospects, if they could be persuaded that 
the plant would help them expand their share of the eastern market But while the search was just 
getting underway, there was a danger that the plant's fate would be sealed in a New York City bank- 
ruptcy court; the hearing was scheduled for January 1984. The Governor's committee undertook to 
delay the hearing. The firm s creditors-local growers, banks, and State and Federal financial insti- 
tutions-were asked if they would hold off pressing for an early settlement, to allow time for the search 
to proceed. An important creditor, the State finance authority which had guaranteed loans for the 
plant, agreed to the "western buyer" strategy, and the court briefly postponed the bankruptcy hearing. 

k ..J!!**^ r o™?^ ?F U ' m Aroostook County delegation was able to visit potential western 
buyers. The J.R. Simplot Corp. of Boise made a successful bid, and the plant reopened for potato 
?'^ I ^ mid * 1 5 84 ^ mploy,nent m *** m«ternteed plant is only about 350, half of what it was 
2 ™SJu « mi | r S 8 K* 8 ^PWS markeUn 8 «»tegy •ucceeda and operations are expanded. 
.T tS? 8 w11 reopen another Aroostook County potato-processing plant. 
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policies in modern industrial democracies cen- 
ter on three objectives: 1) developing human 
resources and adjusting the labor force to struc- 
tural changes, with the goal of fostering eco- 
nomic growth; 2) improving the employment 
opportunities of marginal groups, thus contrib- 
uting to social equity; and 3) ameliorating the 
tradeoff between inflation and unemployment, 
by stabilizing employment during cyclical 
downturns and removing labor market bottle- 
necks during periods of growth. 

Adult retraining and reemployment assis- 
tance is one of a range of policy tools that gov- 
ernments now use to deal with specific labor 
problems* the ways other industrialized coun- 
tries have structured this assistance, and fit it 
into their broader labor policies, are highly var- 
ied. These varieties of experience may offer in- 
sights to U.S. policymakers, keeping in mind 
that not all foreign experience can translate 
easily into the political and economic culture 
of the United States* 

For example, the combined classroom learn- 
ing and apprenticeship in vocational skills that 
most German young people acquire in their 
high school years provides West Germany with 
an able work force, to the benefit of the nation's 
productivity and competitiveness. Japan's sys- 
tem of lifetime employment favors continued 
retraining of active workers, at least for the 
one-quarter or so of Japanese workers included 
in the system* Employers who are able to keep 
their workers and retrain them as markets and 
technologies change contribute both to their 
own and to the nation's adaptability and com- 
petitiveness. 

The labor policies and adult training pro- 
grams of two industrialized democracies have 
been selected for brief discussion here. The 
Swedish system has attracted notice as an ex- 
ample of a stable social partnership between 
business, labor, and government, with both full 
employment and business efficiency as major 
gods. Canada exemplifies a more laissez-faire 
approach, combined with a substantial com- 
mitment to training and adjustment programs 



for workers displaced by trade and technology 
changes. 

Sweden 

Sweden's retraining and reemployment pro- 
grams and other labor measures are the largest 
and most costly in the world, accounting for 
about 5 to 8 percent of government expendi- 
tures in recent years, and 2 to 3 percent of gross 
national product* These programs typically 
provide services to 5 or 6 percent of the labor 
force in the course of a year. Although expen- 
sive, the Swedish system is considered well run 
and effective* To a substantial degree, it has 
met the three goals set for it 1) facilitating 
structural adjustment; 2) keeping employment 
high while holding inflation down (i.e., stabili- 
zation); and 3) promoting social equity by giv- 
ing job skills to as many citizens as possible. 

Stabilization has been partially achieved, 
with more success in controlling unemploy- 
ment than inflation. More than any other West- 
ern country, Sweden uses active labor policies 
to keep unemployment down. In 1980, for ex- 
ample, when the U.S. unemployment rate was 
over 7 percent, Sweden's was 2 percent. Swe- 
den's annual unemployment rate never rose 
above 3.4 percent even in the depths of the 
1980s recession, when the U.S. unemployment 
rate reached 9.7 percent and the average rate 
for Western European countries was over 11 
percent International comparisons are tricky, 
however, because Swedish policy deliberately 
provides government subsidies for wages, train- 
ing, and public sector jobs to keep people off 
the unemployment rolls when private business 
activity is depressed* 

Sweden's recent record of inflation control 
is only mediocre* In the decade 1971-80, the 
average annual rate of inflation in Sweden was 
9.6 percent, a little below the average for West- 
ern European countries, but above the U.S. an- 
nual rate of 7.9 percent for the decade. As in- 
flation moderated in the 1980s, Sweden stayed 
about even with the rest of Western Europe, 
but U.S. inflation rates were much lower (i.e., 
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a 3-year average of 9.9 percent for 1981-83 
in Sweden, versus 6.6 percent in the United 
i States). 

j ^ As a small, trade-dependent country, Sweden 
L is conscious of the need to stay competitive in- 
' temationally. The nation's labor policy is in- 
tended to help individual workers adjust to 
5 structural economic change, not to prop up 
declining industries indefinitely. Nonetheless, 
\ : wage subsidies, which indirectly support de- 
clining industries, are a prominent part of 
Swedish policy. 

The National Labor Market Board (AMS), an 
independent tripartite body that includes gov- 
r ernmenti ^business, and labor representatives, 
formulates the broad outlines of Sweden's la- 
bor policy, under the guidance of the govern- 
l ment and Parliament. All Swedish labor pro- 
s' grams, including job training, placement, wage 
subsidies, relocation assistance, and job crea- 
tion, are coordinated under AMS. AMS is also 
the only legal employment service in Sweden, 
this enables local AMS offices to gather a great 
deal of information about worker needs and job 
vacancies in their areas; at the same time they 
■ are part of a nationwide agency with ready ac- 
\ cess to job listings throughout die country. De- 
spite the centralizing role of AMS, its local 
offices have ample discretion and can act 
quickly. The government-run adult training 
program in Sweden has die dual function of 
providing new skills and helping to reduce un- 
employment during downturns in the business 
cycle. Bottleneck training, directed toward pre- 
venting skills shortages, is also supported to a 
limited degree as an anti-inflation measure. 
The training centers, administered by AMS, 
provide courses to a large number of workers; 
approximately 1 percent of the 4.4 million peo- 
ple in Sweden's labor force are in government- 
sponsored training each year. Apparently, the 
training courses are well chosen and reason- 
ably effective. About three-quarters of gradu- 
ates have jobs within 6 months, mostly in the 
work the students were trained for, and drop- 
outs are reported to be few. 

The training courses are free and are open 
to adult workers who are unemployed, in dan- 
ger of becoming unemployed, or hard to place. 



(Bottleneck training is open to employed work- 
ers.) The AMS Employment Service determines 
eligibility. Courses range in duration from 2 to 
72 weeks, commonly lasting about a year, and 
are scheduled to admit students at frequent in- 
tervals. Throughout training, the student work- 
ers receive a stipend that approximately equals 
the unemployment benefits they qualify for. 
Workers in training are generally the less 
skilled and less educated and formerly held 
jobs in occupations for which there is declin- 
ing demand. Remedial education is offered to 
those who need it before they begin skills train- 
ing. Quite a few older trainees have no more 
than 6 or 8 years of formal schooling. 

Other selective labor measures administered 
by AMS include special placement assistance, 
which is all that many displaced workers need. 
The Swedish system puts special emphasis on 
an immediate response, on the grounds that 
long delays between layoff and employment 
assistance hurt motivation and make success- 
ful retraining or placement less likely. Swed- 
ish law requires advance notice of impending 
layoffs of five or more workers, so that an early 
response is possible. Circumstances vary, but 
in a large layoff, the AMS Employment Serv- 
ice often moves into the workplace immedi- 
ately, trying to match workers with job open- 
ings. For workers who do not find jobs, the 
service usually recommends either training or 
a subsidy to the firm, to encourage it to retain 
the workers at least temporarily. 

Wage subsidies to employers, like govern- 
ment-sponsored training, are a major feature 
of the Swedish system. A third sizable element 
is counter-cyclical public employment. Alto- 
gether, 90 percent of Swedish labor program 
expenditures go to what are called active meas- 
ures to combat unemployment, with 10 percent 
going to passive unemployment insurance and 
other cash assistance to the jobless. 

The Swedish approach is in many ways a 
huge transfer program in which the employed 
pay taxes— at very high rates— that are used to 
keep other workers in a variety of training and 
subsidized labor schemes. Foreign analysts 
sometimes describe the extensive wage subsi- 
dies, training expenditures, and public sector 
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employment in Sweden as masking what would 
be counted as higher unemployment in other 
countries. A different view— one which the 
majority of Swedes evidently share— is that the 
country's labor policies are more cost-effective 
and socially productive than leaving the work- 
ers to collect unemployment insurance. Wage 
subsidies, for instance, encourage companies 
to keep marginal workers at less cost to the gov- 
ernment than paying full unemployment ben- 
efits to laid-off workers. Even when workers 
in training have no immediate prospect of jobs, 
because of recession, they are learning useful 
skills while costing the government only a lit- 
tle more than unemployment benefits. 

The system has its limitations in treating all 
kinds of workers equitably. During the late 
1970s, despite Sweden's low unemployment 
rate, the duration of unemployment for those 
without jobs was longer than in earlier dec- 
ades. Also, since the late 1970s, unemployment 
rates have been considerably higher for young- 
er and older workers (those in age groups 16 
to 24, and 55 to 64) than for workers in the mid- 
dle age brackets. In addition, some Swedish un- 
employment must be regarded as exported. 
Guestworkers from Finland and other poorer 
countries are returned home, or no longer are 
allowed to immigrate, when the demand for la- 
bor declines. 

Indeed, a certain degree of inequity seems 
built into the system. There is a growing wel- 
fare gap between those who established them- 
selves in the labor market and will get continu- 
ing protection and those who are not in this 
fortunate position. The latter are less likely to 
get good jobs, partly because the system is de- 
signed to protect those already employed. This 
arrangement also makes it harder for workers 
who dislike their current jobs to change them. 

There is also concern in Sweden about the 
implications of the job-protection policy for 
structural adjustment to changing economic 
conditions. By 1980 the government and some 
analysts began to speak of the declining adapt- 
ability of job applicants and employers. Com- 
fortable with staying where they were, work- 
ers showed an increasing preference not to 
move from their companies or regions. Em- 



ployers, too, found it easier to accept wage sub- 
sidies and keep workers in old lines of busi- 
ness than to enter new activities. The 1980 
Conservative government responded with new 
measures, including new grants to encourage 
more geographical mobility. Whether the present 
Social Democratic government will continue 
these measures, and whether they will have 
any real effect, remains to be seen. 

Several observations car be drawn from the 
extensive Swedish experience with training, 
wage subsidies, and other active labor policies. 
First, a wide range of policies can be used to 
prevent and, when necessary, respond to in- 
dustrial dislocation. Retraining is one option, 
not necessarily the most effective for all situa- 
tions or individuals. Nor do all of the options 
involve subsidies. Some are simple but prompt 
measures to help displaced workers find new 
jobs, before layoff if possible. Other policies, 
including early retirement and agreements to 
transfer laid-off workers to other company 
plants, can be used to limit the number of work- 
ers facing dismissal. 

Second, the Swedish experience suggests the 
value of considering alternatives to unemploy- 
ment benefits as the main resp onse to jobless- 
ness. In terms of society's interest in improving 
skill levels, and in terms of the dignity and 
productivity of the individual, simply putting 
people on unemployment may not necessarily 
or always be the best option. 

Third, Swedish experience shows that bu- 
reaucratic does not necessarily mean rigid, 
inflexible, and wasteful. The Swedish system 
of training centers is run by a government 
agency, and it works. One reason it works is 
that business and labor are involved at all 
levels, particularly in identifying what kinds 
of training are needed. They provide valuable 
contacts, information, and support. AMS also 
has a unique source of current information in 
its network of employment service offices. Join- 
ing a comprehensive employment service with 
the authority to plan training, along with a 
mandate to adjust courses to changing clients 
and jobs, makes for a flexible and effective 
training system. 
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This leads to the complex issue of how much 
of the Swedish system could be successfully 
transferred to other countries, particularly to 
the United States. Clearly, the fact that Sweden 
is a small homogeneous country in which gov- 
ernment officials are trusted helps make the 
system accepted and successful So does the 
overwhelming public support for the goal of 
full employment, even if it means very high 
taxes and high government spending. Equally 
important is the genuine, if sometimes over* 
stated, cooperation between labor and busi- 
ness, at all levels of society, which has existed 
for half a century. Related to this last point is 
the powerful political role of organized labor 
in Sweden. Eighty percent of Swedish work- 
ers belong to labor unions. Many of the work 
force reduction methods used in Sweden are 
inconceivable without very strong unions in all 
industries and very strong, prolabor laws con- 
cerning employee rights and prenotification re- 
quirements. 

Very few of these supporting conditions ex- 
ist in the United States. An attempt to emulate 
the entire Swedish system would surely fail. 
Some elements of the system, such as the gov- 
ernment monopoly on placement services, are 
most unlikely to travel well from a small ho- 
mogeneous country to a large, highly varied 
and individualistic one. A more practical ap- 
proach is to select elements of the system— 
for example, commitment of extra resources 
to training during recessions, provision of in- 
dividual effective counseling for displaced 
workers, and advance notice of and early re- 
sponse to layoffs— and tailor them to this na- 
tion's needs and constraints. 

Canada 

Canada has an active, varied labor policy. 
The Canadian approach is less a formal social 
partnership between government, business, 
and labor, on the Western European model, 
than a series of selective interventions by the 
national government to correct what are seen 
as deficiencies in the private market. The la- 
bor programs are meant to support a national 
policy of lowering world trade barriers, mak- 
ing Canadian industry competitive, fostering 



technological advance, and thereby promoting 
economic growth. Elements of Canada's labor 
policy include an extensive, well-funded job- 
training program for adults, with income sup- 
port for trainees; wage subsidies and public 
sector job creation, especially in communities 
with heavy job losses due to structural eco- 
nomic change; and a small, flexible, highly ef- 
ficient placement program for workers hit by 
plant closings or large layoffs. 59 

Canada's national government supports two 
kinds of job training for adults: tuition-free in- 
stitutional courses, in community colleges and 
vocational schools run by the provinces; and 
industrial training, supplied by employers in 
plants and classrooms and paid for coopera- 
tively by the employer and government. Both 
have the dual purpose of improving individual 
workers' employability and earning capacity 
and of meeting the skill needs of the labor mar- 
ket. As of 1979, studies of program results 
showed that 75 percent of trainees (institutional 
and industrial) < Gained jobs after training, but 
only about one-half of these were in jobs for 
which they had been trained. With a change 
in the law in 1982, both parts of the National 
Training Program began to emphasize "criti- 
cal skills" training, in occupations designated 
as nationally important and in which shortages 
are anticipated. This new approach tips the bal- 
ance somewhat from the individual worker's 
needs to the nation's needs, but priority is still 
given in some training programs to workers 
who are considered disadvantaged in the la- 
bor market, including women workers and 
Natives. 

In fiscal year 1983-84, the Ottawa govern- 
ment spent $1 billion on job training for adults 
(defined as people who are past the age of re- 



* »*idch of the material in this section was provided by offi- 
cials of the Canadian Ministry of Employment and Immigration, 
including Allan Jacques, Director General, Labour Market Plan- 
ning and Adjustment, and his deputy Blair Lopes; Pierre Leclerc, 
Director, Industrial Adjustment Service (formerly the Manpower 
Consultative Service); and Norman Allison, Director, Human 
Resources Development Branch, Ontario Region. In addition, 
see Abt Associates of Canada, "Evaluation Study of the Indus- 
trial Adjustment Service (IAS) Program," report prepared for 
Employment and Immigration Canada, Program Evaluation 
Branch, November 1984. 
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quired school attendance). 60 With a national 
budget of $89 billion and a labor force of 12 
million, this is a substantial sum. Some 277,000 
people, about 2.3 percent of the labor force, 
participated— again, quite a sizable number, 
coM^ared with approximately 1 percent of the 
work force who are in job training in both 
Sweden and West Germany. 81 The Canadian 
figure is probably somewhat overstated, be- 
cause about 43 percent of the trainees were 
young people (24 years of age and under), a 
higher percent than in other countries. None- 
theless, job training for adults in Canada is im- 
pressive in its size. 

Despite a national policy favoring more reli- 
ance on industrial training, Canadian job train- 
ing in 1983-84 was still quite strongly class- 
room-oriented. The great majority of adult 
workers starting government-sponsored train- 
ing v/ere in institutional training (231,000 peo- 
ple); nearly three-quarters were enrolled in 
vocational skills courses, some 20 percent in 
remedial education or language training, and 
the rest in some form of job readiness train- 
ing. Almost everyone in full-time training 
courses received government-financed income 
support, either UI benefits (which can last as 
long as 2 years for trainees), or small training 
allowances, sometimes with supplements for 
day care or transportation. The number of peo- 
ple in industrial training was about 46,000— 
higher than in 1982-83 but sharply down from 
the 80,000 or so of recent years, probably be- 
cause the continuing recession in Canada 
made employers unwilling to take on trainees. 

The critical skills training program, which 
the government now emphasizes so strongly, 
has begun to grow. In 1984, 82 job titles were 
on the government list of "occupations of na- 
tional importance." These received priority in 
government subsidies to training facilities as 
well as in assignment of candidates to indus- 
trial and classroom skills training. About 12,500 

^Government of Canada, Ministry of Employment and Im- 
migration, Annual Statistical Bulletin: National Training Pro- 
gram, 1983*84, WH-3-488E, 1985. 

"In previous recent years, participation in training was even 
higher, closer to 3 percent of the work force. Participation fell 
off during the recession because of a steep drop in numbers of 
workers in industrial training. 



(27 percent) of the workers who began indus- 
trial training in 1983-84 were learning critical 
skills occupations, and the government devoted 
over one-third of its spending for classroom 
skills training to the designated occupations. 
By no means all the occupations on the list 
could be regarded as high-technology; the list 
included machinists, tool and die makers, 
welders, offshore drillers and derrick workers, 
millwrights, and chefs as well as robotics tech- 
nicians and computer hardware specialists. 
Typically, industrial trainees in the critical 
skills program were high school graduates who 
already had jobs before training, and nearly all 
were men. In more traditional types of govern- 
ment-funded training, disadvantaged workers, 
unemployed people, and those threatened with 
unemployment get first chance, and about one- 
quarter of participants are women. 

Canada has a variety of other labor programs 
besides job training. The free, nationwide sys- 
tem of Employment Centres, which make die 
assignments to government-supported adult 
training, is similar in many ways to U.S. Em- 
ployment Service offices—including having 
private competition and having a relatively 
small share of available jobs in their job list- 
ings. The national government has recently tar- 
geted both regional economic and labor pol- 
icies toward assisting communities seriously 
we, ivened by the loss of industries or plants. 
For selected communities, the Industry-Labor 
Adjustment Program offers special loans and 
grants to industries, encouraging firms to stay 
in the area or move into it. To workers, the 
program offers temporary public service em- 
ployment (limited to 2 years), portable wage 
subsidies (transferable from one employer to 
another) for those over 40, early retirement for 
those over 55, and relocation subsidies, as well 
as training. 

An outstanding Canadian program that tar- 
gets services to adult displaced workers is the 
Industrial Adjustment Service, or IAS (for- 
merly the Manpower Consultative Service). 
Since 1963 this small federal agency has of- 
fered several kinds of assistance to employers 
and workers in individual firms: placement 
assistance for workers displaced in plant clos- 
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ings or large layoffs; work sharing (part-time 
unemployment insurance) and technical assis- 
tance, to tide plants over a temporary crisis and 
avoid layoffs; retraining workers in plants un- 
dergoing technological change; training skilled 
workers for companies that are opening or ex- 
panding and that would otherwise face labor 
bottlenecks. About half of the IAS workload re- 
lates to plant closings and permanent layoffs. 62 
This part of the IAS program is described in 
box 5E. 

Canada's labor programs, while more exten- 
sive than those in the United States, still bear 
some resemblance to ours. There are differ- 
ences; for instance, government intervention 
in particular industries and areas of social wel- 
fare is more common in Canada than in the 
Unite 1 States. However, these differences are 
considerably less than those between the U.S. 
system and the systems of the Western Euro- 
pean social democracies. 

Canada's emphasis on training in critical 
skills is of particular interest. It is too early, 
only 3 years after the passage of the National 
Training Act which established the emphasis, 
to judge how it is working out. Already, it is 
clear that identifying what skills are in de- 
mand—let alone what will be in demand a few 
years hence— is no simple job. When the 1982 
law was passed, some anticipated that the 
Canadian Occupational Projection System 
would be able to pinpoint the occupations in 
demand for the next 5 to 10 years by using an 
elaborate econometric model. But, not surpris- 
ingly, the Canadian researchers have not yet 
been able to provide such projections. What the 
training branch of the Ministry of Employment 
and Immigration actually does in designating 
demand occupations is to rely on information 
provided by its regional economists, including 
job order and unemployment data from Can- 
ada's 450 Employment Centres, information 
solicited from employers and labor organiza- 
tions, and figures on how many people are al- 
ready in training. Regional offices of the Min- 



M A detailed description of the IAS job placement program may 
be found in William L. Batt, Jr., "Canada's Good Example With 
Displaced Workers," Harvard Business Review, July-August 
1983. 



istry now make additions to and deletions from 
the national list, since it has become obvious 
that regional differences are considerable. 
Also, it is clear that many of the occupations 
in demand are quite traditional ones (e.g., chef 
and assistant cook) and are not all in novel 
high-technology occupations. 

Another interesting point about the Canadian 
experience is that quite a large proportion of 
the adult work force is in free, full-time gov- 
ernment-sponsored training, including reme- 
dial education in basic skills for those who 
need it* Training courses tend to be fairly 
lengthy (1 year is typical), compared with the 
average 15- to 23-week period spent by trainees 
in JTPA projects in the United States, and gov- 
ernment income support is relatively generous. 
Nearly all full-time adult trainees in Canada 
have some form of support. 

Finally, a point of practical interest is the 
positive example of Canada's IAS. At modest 
expense to the taxpayer (roughly $107 per 
worker served) 63 this small federal agency is 
able to give special, effective placement assis- 
tance each year to tens of thousands of work- 
ers hit by plant closings, even in plants char- 
acterized by poor labor-management relations. 
This is accomplished by efforts at the plant 
level to turn up jobs, without the use of a 
mandatory national job-listing service like 
Sweden's. 

Canada's labor policies, unlike Sweden's, are 
not designed for the specific purpose of reduc- 
ing unemployment during downturns in the 
business cycle. Despite its active employment 
and training policies for displaced and disad- 
vantaged workers, and its program of special 
assistance to communities undergoing struc- 
tural economic change, Canada's unemploy- 
ment rate for more than two decades has usu- 
ally been higher than the average for industrial 
countries, and somewhat higher than, but com- 
parable with, the U.S. rate. (In the 11 years 1959 
through 1969, the U.S. and Canadian unem- 
ployment rates both averaged about 4.8 per- 



M If the contributions of the private as well as the public sec- 
tor are included, IAS program costs per participant in 1982-83 
were about $171. 
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Box 5E.-Placement Assistance for Displaced Workers: The Canadian Model 



Anywhere in Canada, whenever there is a 
plant closing or layoff involving more than 50 
workers, help in finding new jobs for the dis- 
placed workers is readily available from a small, 
unobtrusive federal agency, the Industrial Ad- 
justment Service (IAS). Soon after learning that 
a layoff is imminent (usually within a day), IAS 
offers to establish a labor-management reemploy- 
ment committee, whose job is to place the laid- 
off workers as promptly as possible— often be- 
fore the layoff occurs. The committees cast a net 
through their communities, to area employers in 
similar lines of work, to more distant employers, 
and to cooperating unions. The strategy is to tap 
the hidden job market, the jobs that are never 
publicly announced but are filled by word-of- 
mouth. 

From 1971 to 1981. labor-management com- 
mittees formed with IAS assistance found 66 
jobs for every 100 workers affected by the plant 
closings, usually within a year or less. 1 An ex- 
act count of the workers served per year is not 
available, but partial records indicate that IAS 
committees offered adjustment services to about 
35,900 displaced workers in fiscal year 1982-83.* 
This is an impressive number, considering that 
in the Uniter* States, where the labor force is 
nearly 10 times as large, about 96,100 displaced 
workers were served in JTPA projects in the 9- 
month 1983-84 transition year (equivalent to 
about 128,000 in a full year); 132,200 were served 
in the 1984 (12-month) program year. 

The IAS offer of help can be refused; in most 
provinces, participation is voluntary. Ninety-five 
percent of the time, the offer is accepted, and 
IAS is a participant in virtually all major plant 
closings. Its role is to facilitate, not to direct. It 
provides an independent chairman, whom the 
reemployment committee may select from a ros- 



»ln the recession year 1982-63. when Canada's unemployment rate 
was .bout 12 percent, placement rates were apparently lower. In one 
firm served by IAS. 721 of 791 workers received e notice of layou. 
and 612 left the firm. Of those who left. 406. or 66 percent got at 
least one job after layoff. But 17 months after layoff, many of these 
people had left their first, or even their second, reemployment job; 
of the 791 originally ,t the firm, only 439 were employed. See Abt 
Associates of Canada, -Evaluation Study of the Industrial Adjustment 
Service (IAS) Program.- report prepared for the Employment and 
Immigration Canada, Program Evaluation Branch. November 1984. 

The IAS served approximately 133.000 workers in X9A2-63. but 
agreements that dealt total or partial closures of individual plants cov- 
ered 35.910 workers. See Abt Associates of Canada, op. eft., p. 83 



ter of experienced people (often retired business- 
men). An IAS adviser may serve ex officio, but 
keeps a low profile; the committee is a labor- 
management team, not labor-management-gov- 
ernment. IAS pays half the committee's costs, 
with the company usually picking up most of the 
other half, although the provincial government 
and employee groups may make contributions. 
In unusual circumstances, such as company 
bankruptcy, IAS pays for all costs. The costs 
have historically been low, about $10,000 to 
$20,000 per agreement. Typically, the commit- 
tees finish their work and go out of business in 
about 1 year. 

IAS is lean and flexible. With 66 field staff 
members and annual budgets in recent years of 
$6 to $8 million, IAS has helped to arrange 400 
to 600 labor-management agreements per year. 3 
These agreements cover other IAS activities be- 
sides placement services to laid-off workers, in- 
cluding responses to threats of layoff, adjust- 
ments to technological change in the workplace, 
and responses to other problems such as plant 
expansions and high labor turnover. In 1982-83, 
the IAS spent roughly $3.9 million for its serv- 
ices to workers displaced in total or partial plant 
closures. Additional private contributions brought 
the total funding for these services up to about 
$6.1 million. Per worker, the IAS portion of the 
cost was about $108; total spending, public and 
private, averaged about $171 per worker. 4 

Canadian officials attribute much of the agen- 
cy's success to its nonbureaucratic style. Indi- 
vidual field officers have a great deal of author- 
ity to act on their own, without waiting for 
approval from superiors. A related featurs is the 
prompt offering of services, as soon as a com- 
pany gives notice of a layoff. Six of the ten Cana- 
dian provinces (including the most populous) 
have plant closing laws that require advance no- 
tice of layoffs affecting 50 or more workers, the 
notice being 8 to 16 weeks depending on the size 
of the layoff. The national government has a sim- 
ilar law covering certain classes of workers. In 



This omits 25 temporary field officers engaged solely in arrang. 
ing work sharing during the recession, and over $2 million for their 
salaries and administrative costs. 

♦This estimate is based on spending figures given in Abt Associ* 
ates of Canada, op. cit., and additional information provided by offi- 
cials of the Ministry of Employment and Immigration. Canada. 
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the provinces without advance notice require- 
ments, employers often volunteer information to 
IAS about impending large layoffs, or IAS may 
attempt to collect information by word of mouth 
or by following the newspapers. These efforts are 
not always successful* However, in the majority 
of cases, the committee's work can begin before 
the layoffs start* 

Traditionally, the committees have concen- 
trated on prompt reemployment, not on training. 
They do not arrange or pay for training, nor do 
they offer counseling or relocation assistance. 
(These services are offered through Canada's 
free, publicly financed Employment Centres, and 
the national government pays for training tui- 
tion.) IAS committees can refer participants to 



Canada's extensive adult vocational training sys- 
tem, but in the past they typically have not With 
the prolonged recent recession in Canada, when 
very few good jobs were available* interest in 
retraining has pickfed up* For example, after the 
closure of a General Electric turbine plant near 
Toronto late in 1983, 160 hourly employees reg- 
istered with the labor-management committee 
for reemployment assistance. Initially, only one 
asked for retraining. By the following summer, 
40 more were interested* Government-sponsored 
places in training courses are limited, but if all 
of the seats are filled, labor-management adjust- 
ment committees can sometimes succeed in get- 
ting funds for a few more, to meet the displaced 
workers' needs. 



cent; from 1970 through 1981, the U.S. rate 
averaged 6.3 percent and the Canadian rate 6.8 
percent.) However Canada was unusually hard 
hit by the recession of the 1980s and slow to 
recover. In the 3 vears, 1982 through 1984, 
Canada's unemployment rate was between 11 
and 12 percent— a worse record than that of 
the United States and many European countries. 

As discussed in chapter 4, the relation be- 
tween unemployment and displacement is not 



simple. Programs that help displaced workers 
get retraining or find jobs more quickly than 
they would on their own should have some ef- 
fect on the unemployment rate; but this effect 
may be quite small compared with major in- 
fluences on a country's employment situation 
from factors such as macroeconomic policy, 
trade policy, and the dependence of the coun- 
try's economy on natural resources. 
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Chapter 6 



Design and Performance of Displaced Worker Projects 



OVERVIEW AND FINDINGS 



Projects for displaced workers face the chal- 
lenge of helping workers find new jobs as 
promptly as possible, with as little loss in 
earnings and job satisfaction as possible. Well- 
run projects help many workers achieve these 
goals more effectively than they can do on their 
own. The best of projects keep open a reason- 
ably wide range of choice, adapted to local eco- 
nomic circumstances, but varied enough to suit 
the needs and abilities of different people. 

The Job Training Partnership Act of 1982 
(JTPA) is intended to foster flexibility and va- 
riety. The law leaves decisions on project de- 
sign to the States and local service providers, 
and can be used to support a broad range of 
services, from finding job opportunities for 
displaced workers, to helping the workers im- 
prove their own job search skills, to offering 
vocational skills training in classrooms or sub- 
sidizing on-the-job training, to assistance in 
moving to a new area. 

OTA has analyzed some of the more experi- 
enced displaced worker projects to illuminate 
what works best, what elements are less effec- 
tive, and what issues are of most concern to 
policymakers. Of the lessons learned so far 
about good project design, most can be applied 
in projects funded under JTPA. Some, how- 
ever, suggest new policy options. 



Common Ingredients of Success 

Some general considerations apply to most 
displaced worker projects, regardless of the 
details of their design: 

• Displaced worker projects located in plants 
that are closing or undergoing mass layoffs 
and that are directed by labor-management 
teams can be highly effective. Their unique 
advantages are personal acquaintance 
with the workers and their abilities, and 
personal networks for turning up local job 
opportunities. Not many of these projects 
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exist in the United States; those that do 
have special assets such as exceptional 
leadership in the plant. Although existing 
plant-based projects for displaced workers 
can receive JTPA support, the law pro- 
vides no specific mechanisms to help es- 
tablish them. 

The best time to start a displaced worker 
program is before layoffs begin. Although 
not every worker will take advantage of the 
program early, having it available is impor- 
tant to boosting morale, enabling workers 
to plan ahead, and offering training while 
workers are still eligible for the maximum 
amount of unemployment insurance (UI) 
or other forms of income support. Ad- 
vance notice of plant closings or layoffs 
makes early constructive action possible. 
Whether State or Federal laws should re- 
quire advance notice of plain closures is 
controversial. Some States have laws en- 
couraging voluntary advance notice. 
Employers can make unique contributions 
to the effectiveness of displaced worker 
projects, especially if they provide plant 
space and staff for employment and train- 
ing centers, before and after the plants 
close. Some employers have taken a good 
deal of responsibility for providing timely, 
effective services to their employees who 
are displaced in a plant closing or mass 
layoff. Employers' efforts appear to work 
best when they are undertaken jointly with 
labor, and especially when built on exist- 
ing labor-management cooperation. 
Although plant-based projects, especially 
those that benefit from labor-management 
cooperation, can be very effective, they 
cannot serve all displaced workers. Many 
victims of displacement lose their jobs in 
small numbers in numerous small estab- 
lishments, as ripple effects from larger 
layoffs and plant closings affect whole 
communities. For these workers, and for 
workers not yet served or placed when a 
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plant-based effort comes to an end, a con- 
tinuing organization offering employment 
and training services is needed. 
• Projects that offer a full range of services 
are most likely to meet the needs of the 
spectrum of displaced workers, not just a 
single group of those easiest to serve. Dif- 
ferent emphases in program design are ap- 
propriate, however, in different regions 
and economic situations. In prosperous 
times and areas, many displaced workers 
may do well with only job search assis- 
tance, although some excellent opportu- 
nities may be open for workers who select 
training in new skills. During cyclical 
recessions, more workers opt for voca- 
tional training in an institutional setting 
(usually called classroom training), be- 
cause jobs are too hard to find. In areas 
of long-term economic decline or in very 
limited labor markets, vigorous efforts to 
help workers relocate may be in order. 

Issues in Project Design 

• Retraining in new skills or a new occupa- 
tion, long prescribed as the sovereign 
remedy for displaced workers, is not for 
everyone. For a substantial number of 
workers, however, training is the best ave- 
nue to a good job with long-run possibil- 
ities for advancement. In well-run pro- 
grams, a sizable minority of displaced 
workers— perhaps 20 to 35 percent-are in- 
terested in and have the background for 
vocational skills training in a school or 
technical institute. It is not evident that 
displaced workers must all be retrained in 
high-technology occupations; many tra- 
ditional occupations, such as automobile 
and truck repair or heating and air-con- 
ditioning work, are still in demand. 

• Job search assistance can be very effective 
for large numbers of displaced workers 
and is relatively inexpensive. Many dis- 
placed workers, especially semiskilled 
manufacturing workers, have had only one 



job in their working lives, and can benefit 
greatly from training in job-hunting skills. 
Projects that help develop jobs— i.e., iden- 
tify job openings in the local market that 
are not advertised or listed— are also very 
helpful to the displaced worker seeking a 
new job promptly. 

• Very low reading and mathematical skills 
are a handicap to reemployment for a sub- 
stantial number of displaced workers, pos- 
sibly 20 percent. It is not easy to provide 
remedial education to displaced workers 
who need the most help in getting a new 
job, but a few exemplary programs have 
shown that it can be done. 

• Few adult displaced workers can under- 
take full-time training without some form 
of income support. For most, UI lasting 26 
weeks is the main source of support. Some 
training institutions have been able to 
devise effective courses that fit the con- 
straints of workers' UI eligibility. How- 
ever, many kinds of longer term training 
are effectively foreclosed for displaced 
workers who have no other source of in- 
come support than regular UI benefits. 

Areas for Federal Action 

Under JTPA, States have virtually complete 
authority to shape their displaced worker pro- 
grams according to what they believe works 
best in their own circumstances. The areas in 
which Federal action may be most appropri- 
ate with regard to project design are: 

1. helping to establish plant-based projects; 

2. finding ways to encourage advance notice 
of plant closings or mass layoffs; 

3. making it easier for projects to offer reme- 
dial education to those who need it; and 

4. in cooperation with the States, consider- 
ing effective ways to use unemployment 
benefits as income support for displaced 
workers in training, or to ease the transi- 
tion for workers taking lower paid jobs. 
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INTRODUCTION 



Experience with modern displaced worker 
projects is still quite limited. Few in this 
country have been in existence long enough to 
provide a good idea of whether they are work- 
ing as intended, or whether some elements in 
them are more successful than others* But by 
putting together insights drawn from projects 
of the past, findings from the few evaluations 
of more recent projects, and observations of 
current ones, it is possible to sift out useful 
guidance to good project design* Of particular 
interest are findings that relate to government 
policies, and how they may help, or perhaps 
unintentionally hinder, the offering of em- 
ployment and training services to displaced 
workers. 

The findings discussed below are not con- 
clusive: they are not based on irrefutable evi- 
dence. They are, however, something more 
than suggestions* They represent the collective 
wisdom of many experienced people, a few 
well-designed studies on what works best in 
helping displaced workers find productive new 
jobs, and early return: from the JTPA displaced 
worker program* 

A Pioneer Project: 
The Armour Automation Fund 

During the automation scare of the early 
1960s, one of the best and most thoroughly doc- 
umented efforts to retrain and reemploy dis- 
placed workers was the Armour Automation 
Fund. The product of collective bargaining in 
an industry noted for its stormy labor history, 
it established a cooperative tripartite commit- 
tee made up of management (the Armour com- 
pany, then the second largest U.S* meatpacking 
company), labor (the two unions representing 
the company's workers), and two impartial co- 
chairmen (Clark Kerr, then President of the 
University of California, and George P. Shultz, 
then Dean of the University of Chicago School 
of Business). 

From 1950 to 1965, Armour overhauled its 
operations nationwide, closing big old plants 
and opening smaller, leaner on* >-j with modern 



equipment in new locations. Altogether, the 
company closed 21 plants employing 14,000 
workers, and laid off almost half its workers. 
In 1959, halfway through, with nine plants em- 
ploying 6,000 workers already closed, Armour 
announced plans to lay off 6,000 more work- 
ers and shut down six more major plants. At 
this point, in the course of negotiating a new 
labor-management contract, Armour and the 
two unions established the Automation Fund 
Committee. Armour supplied $500,000 for the 
committee's operations. Its duties were to 
study the problems of displacement and rec- 
ommend solutions* 

A 1966 study by Shultz and Weber summed 
up 5 years' research and experience of the 
Automation Fund Committee* 1 Twenty years 
later, the insights of this report have not lost 
their value* 

Some major conclusions of the report: 

• There is no single, simple approach to the 
problems of worker displacement* Differ- 
ent people have different needs* The ad- 
justment program must provide a variety 
of options, including placement, training, 
transfer, and early retirement, together 
with careful and patient individual coun- 
seling* 

• Advance notice of a plant closing or ma- 
jor layoff is a prerequisite for constructive 
action. Notice of at least 6 months allows 
time for recovery from the shock and then 
time for planning, choice, and action* 

• Placement efforts should be on a special 
project basis; routine State Employment 
Service procedures are inadequate to han- 
dle the problems of mass layoffs. 

• Workers with limited education can profit 
from retraining for occupations in de- 
mand; appropriate training can be found 
for most interested, motivated workers* 
Overly rigid screening can rule out good 
candidates. 



'George P. Shultz and Arnold R. Weber, Strategies for the Dis- 
placed Worker (Westport, CT: Greenwood Press, 1966). 
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• Workers in training must have adequate 
income support, from unemployment com- 
pensation, part-time work, or a combina- 
tion of sources. Without adequate finan- 
cial support, trainees will be forced to drop 
out before training is completed. 

The report recognized that no program for 
the placement, training, or transfer of per- 
manently displaced workers— however well 
funded or energetically administered— can es- 
cape the dominating influence of the labor 
market. Where unemployment is high or the 
local labor market is thin, job opportunities for 
displaced workers simply may not exist Another 
finding was that most displaced workers, even 
with help, lost ground. The Automation Fund 
Committee's performance must be judged in 
this context; its successes were only relative. 
It did help hundreds of ex-meatpackers to find 
new jobs, or get retraining, or transfer to other 
Armour plants. Although the record is incom- 
plete, it clearly indicates that workers assisted 



by the committee fared better in finding new 
jobs than those who had no such help. Even 
so, most of the displaced workers suffered 
losses. For example, workers who chose re- 
training made slightly better wages on new jobs 
than those who did not; yet their hourly earn- 
ings declined drastically from the level at 
Armour— 25 to 35 percent for men and 50 to 
60 percent for women. 

Displaced worker programs, Shultz and 
Weber concluded, must cultivate a "sense of 
mobility'— an awareness on the part of the 
worker of opportunities and how to capitalize 
on them. This calls for a variety of services: 
counseling, instruction in job-seeking tech- 
niques, information about possible jobs in a 
wide market, and information about prevail- 
ing wage levels and occupational training. Gov- 
ernment and private programs caL help the 
jobless help themselves, but self-help starts with 
the knowledge the programs can impart. 



MEASURING SUCCESS 



Before discussing lessons from the successes 
or failures of more recent displaced worker 
programs, it is well to consider first what 
constitutes success. The most obvious answer 
is, simply, finding a new job. The Job Training 
Partnership Act adopts "placement and re- 
tention in unsubsidized employment" as the 
only measures of performance under Title III, 
which created the displaced worker program. 

The purpose of writing this measure of per- 
formance into the law was to make operators 
of jobs projects accountable for their successes 
or failures. Projects that meet specific perform- 
ance standards set by the States (based on the 
criteria in the law) are rewarded with con- 
tinued funding. Those that fail must account 
for their failures, and bring their performance 
up to standard within 2 years or face loss of 
funding. 

While job placements have the virtue of sim- 
plicity and ease of measurement as indicators 
of success, they are not without complications. 
First, there is the fact that the economic climate 



is a predominating influence on the ability of 
any project to place workers in jobs. Also, the 
backgrounds and abilities of the workers served 
and the range of services provided may be 
important factors. These complexities are rec- 
ognized in JTPA. The law allows States to vary 
their performance standards to take account 
of economic, geographic, and demographic 
factors, the characteristics of the populations 
served, and the types of services offered, 

A few examples drawn from six displaced 
worker demonstration projects of 1982 and 
1983, sponsored by the U.S. Department of La- 
bor, illustrate the point. The projects, located 
in different regions and experiencing different 
economic conditions were in Alameda County, 
California; Buffalo, New York; Lehigh Valley, 
Pennsylvania; Mid-Willamette Valley, Oregon; 
Milwaukee, Wisconsin; and Yakima, Washing- 
ton, 2 Table 6-1 summarizes some character/is- 



'Materia! in this section on the six demonstration projects is 
drawn from evaluation reports conducted by Mathematica Policy 
Research, Inc., for the Employment and Training Administra* 
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T*ble 6*1.— Program Outcomes, Displaced Worker Demonstration Projects, 1982-83 

Project site 

Lehigh Mid-Willamette 

Outcomes Alameda Buffalo Valley Valley Milwaukee Yakima 

1. Participants 1 3,134 798 1,285 305 2,713 243 

2. Placements 549 523 411 185 231 196 

3. Recalls 610 27 26 0 0 0 

4. Transfers to other programs 1,641 0 200 3 0 8 

5. Placement rate* (2-M) 18% 66% 32% 61% 8.5% 81% 

6. Entered employment rate 

1(2+3)+ 1] 37% 69% 34% 61% 8.5% 81% 

7. Adjusted entered employment rate 

[2+3)+(1 -4)] 78% 69% 40% 61 % 8.5% 83% 

8. Average placement wage $7.40 $6.62 $6.70 $7.37 $6.60 $8.11 

9. Percent decline 36% 34% 24% 30% 25% 19% 

*$— text for a discussion of ttm factors, such as scrstning of applicants, which affactad tha numbsr of participants, and thus piacamsm rat as. 

SOURCES: Mathamatica Policy Raaaarch. Case Study of ttm Alaoeda County and Soutngata Dislocated Worker Demonstration Promts. Jack Wichita. Casa Study 
of the MHwaukee Dislocated Wot**- Program, Caaa Study of Operation J obeae rvh : The Lehigh Valley Dislocated Worker Demonstration Project, and Casa 
Study of Project SAM JE: Ttm Yaklme, Washington Dislocated Worker Dmomtrsthn Progrmv LM. Wright, Jr.. Casa Study: Buffalo Worker Reemployment 
Cantor, Buffalo, Now York and Caaa Study: MkS-WHIamette Vatfoy Job Assistance Network, Salem, Oragon (Princaton. NJ: Mathamatica Policy Raaaarch; 
1964); Marcia Jarratt, at Sarvfng ttm Dislocated Worker A Report on tho Diskxatad Worker Demonstration Program (Cambrtdoa. MA: Abt Assodataa, 
1963); and Wattar Corson, at at., Procaaa and Implementation Issues In tha Design and Conduct of Programs to Afd tha Reemployment of Dislocated Wor- 
kers; Findings Based on the Dislocated Worker Demonstration Prefect (Princaton, NJ: Mathamatica Policy Raaaarch. 1964). 

tics and results of these six projects, including series of interviews; of 1,350 applicants, only 

_ placement rates and earnings on the new jobs 243 actually enrolled* Many of Lie participants 

compared with the old jobs* were skilled construction workers, accustomed 

A .i . . 4 A , , vl , to job changes and willing to relocate* 

Among the six projects, the one in Yakima ° ° 

attained the highest placement rate, 81 per- At the other extreme was the project in 

cent— a remarkable achievement during an Milwaukee, which placed only 8*5 percent of 

economic recession and a credit to the project participants (231 out of 2,713 enrolled)* At the 

operator* But the high rate of placements also trough of the recession, Milwaukee's unem- 

reflected Yakima's fast recovery from severe ployment rate was 11*9 percent, well above the 

economic stress (at one time the local unem- national average; but the area quickly rebounded 

ployment rate reached 16 percent, with the in the recovery* Probably the local unemploy- 

shutdown of construction of a nuclear power ment rate was not a major factor in Milwau- 

plant)* It also reflected the character of the par- kee's placement record* More significant was 

ticipants, who had been rigorously screened for the fact that this project did no screening what- 

motivation and "serviceability*" Those consid- soever; anyone who registered was enrolled* 

ered hardest to place were weeded out in a (About 1,200 workers completed job applica- 

tions; if only these are considered participants, 

SsiM^ *• P lace * ent «*» ^es to 20 percent.) 

ETuKSS^^ „ A f discussed in chapter 5 the concept of 

tion fobsearch: The Lehigh Valley Dislocated Worker Demon- entered employment, Which States use in 

stratJoa Project, and Case Study of Project SA.VA.: The Yakima, reporting outcomes of JTPA projects, calls for 
Washington Dislocated Worker Demonstration Program; L.M. even morp cautious infprnrpfatinn WHpfpaq 

wrightjr.CaseS^yrBu/fa/oWorierKaemp/oymeiifCenfer, f 4 v ™ more cautious interpretation* wnereas 

Buffalo, New York and Case Study: Mid-Willamette Valley Job placement counts only the new jobs found 

Assistance Network, Salem, Oregon (Princeton, NJ: Mathemat- by participants, "entered employment" COUntS 

ica Policy Research, Inc., 1984). See also Marcia Jerrett, et al, recalls as wpII This snmpfimps nmrhirPQ 

Serving the Dislocated Worker. A Report on the Dislocated reca " s W8U. iniS sometimes produces 

Worker Demonstration Program (Cambridge, MA: Abt Associ- puzzling results* For instance, the JTPA Title 

ates, 1983); Walter Corson, Rebecca Maynard, and Jack Wichita, III program in Pontiac, Michigan, reported an 

Process and Implementation Issues in the Design and Conduct astonishinfl pntprpd pmnlnvmpnt ratP nf 

of Programs to Aid the Reemployment of Dislocated Workers: astomsning emerea employment rate Ol 9d 

Findings Based on the Dislocated Worker Demonstration Project percent m 1984; however, practically all of the 

(Princeton, Nj: Mathematica Policy Research, 1984). jobs this figure represented were recalls of Gen- 
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eral Motors employees. 3 Many of the workers 
enrolled in the project had been on layoff for 
3 or 4 years, and were rightly regarded as dis- 
placed workers; the extent and rate of reem- 
ployment at General Motors took everyone by 
surprise* 

Another aspect of tlie entered employment 
rate that could easily be misunderstood is that 
it is based on "terminations," people who have 
officially ended their participation in the proj- 
ects. Placement rates that are based on total 
participants— everyone who enrolled in the 
project— are not comparable; they are almost 
always lower. More detailed discussion of the 
reported outcomes under JTPA appears in 
chapter 5. 

Job retention, the other statutory measure of 
performance under JTPA Title III, can only be 
evaluated after the passage of time. Few dis- 
placed worker projects have followed partici- 
pants systematically enough or long enough to 
find out whether clients keep their new jobs. 
"Entered employment" in JTPA reports refers 
to 1-day retention on the job. In an OTA tele- 
phone survey of State managers of Title III 
programs, conducted in 1984-85, only two (in 
Washington and Wisconsin) said they consid- 
ered retention on the jo K as part of the stand- 
ard of performance. 4 Sc ,e projects do follow 
participants after placement, but usually for no 
more than 90 days. In the absence of a long- 
term followup, a possible indicator of whether 
jobs the displaced workers enter will be lasting 
is the quality of the job, including livable 
wages, chances for advancement, and reason- 
able job security. 



'Robert Cook (ed .), "Dislocated Worker Projects Under Title 
HI of the Job Training Partnership Act/* report to the U.S. De- 
partment of Labor Employment and Training Administration 
(Rockville, MD: Westat, Inc., 1985). 

♦JTPA directs the Secretary of Labor to establish performance 
standards for both Title II A programs (for disadvantaged work- 
ers) and Title III programs (for dislocated workers). At the time 
of the OTA telephone survey, the department had not yet set 
numerical standards for Title III programs, but governors had 
been required to establish a standard for the entered employ- 
ment rate for terminees for the 1984 program year (beginning 
July 1, 1984). The Labor Department is developing performance 
standards for Title HI, in consultation with representatives of 
business, labor, and Stales. 
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The period of unemployment is another use- 
ful measure of success, but again caution is in 
order. Some displaced workers, especially if 
they are covered by extended supplementary 
unemployment benefits (SUBs), may not look 
for work seriously for a long time. E' r en the 
average worker, with only 6 months of UI to 
fall back on, may not begin the search for work 
immediately* An initial period of unemploy- 
ment may simply be a period of adjustment. 
Prolonged unemployment or repeated bouts of 
unemployment are signs of more serious trouble. 

A significant measure of success is earnings, 
in particular earnings on the new job compared 
with the old. Most displaced workers do not 
immediately find jobs that pay as much as their 
old ones; their skills and experience may not 
be very attractive to new employers. But pro- 
grams that help workers find better jobs than 
they can find on their own, and help to keep 
earnings losses to a minimum, have achieved 
substantial success. 

JTPA does not mention earnings as a mea- 
sure of performance for Title III programs, al- 
though it does for Title HA, for disadvantaged 
workers. 8 California's Employment Training 
Panel, which provides reemployment and re- 
training services for displaced workers, em- 
phasizes the importance of the earnings mea- 
sure. It requires that trainers, unless they place 
their graduates in jobs paying at least $5 an 
hour, do not get paid. A number of projects 
funded by JTPA Title III are making similar 
stipulations in their contracts with trainers. 
The average reemployment wage for partici- 
pants in Title III programs in 1984 was re- 
ported to be $6.15, and in most States was 
moderately lower than the wage on the old job. e 

Measures of success, while taking benefits 
into acc ount, cannot ignore costs. 7 The sim- 

•JTPA states that 'the basic measure of performance for adult 
training programs under Title 1! is the increase in employment 
earnings and the reductions in welfare dependency resulting 
from participation" (JTPA Sec. 106 (b)). In 1964, a wage of $4.91 
per hour was part of the national performance standard for Ti- 
tle II programs. 

•See ch. 5 for details. 

'JTPA mentions costs in connection with Title II: "The Sec- 
retary (of Labor) shall prescribe performance standards relat- 
ing gross program expenditures to various performance meas- 
ures" (JTPA Sec. 106 (bX4)). 
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plest way to include costs is to calculate them 
per placement. The drawback to this simple 
calculation, however, is that the only value, or 
benefit, weighed against the cost is that of 
getting a job, without regard for the quality of 
the new job, earnings both immediate and 
future, the breadth of choice offered to partici- 
pants, the character of workers enrolled in the 
program, and local economic conditions. 

The demonstration displaced worker pro- 
grams of 1982-83 are again illustrative* The 
lowest costs per placement among the six proj- 
ects were Milwaukee's ($1,503); the next to 
highest were Buffalo's ($3,014, or about twice 
as high). 8 Milwaukee offered only two services, 
job development and placement— no testing 
and assessment, no job search skills training, 
no classroom training* Only 231 jobs were 
turned up for the 1,200 or so who completed 
applications and expected to get service from 
the project* Reemployment wages in Milwau- 
kee were among the lowest of the six projects 
($6*60 per hour), but since pre-layoff wages 
were also comparatively low (about $8*80 per 
hour), the decline in wages was 25 percent, not 
the largest among the projects. Although Mil- 
waukee's unemployment rate was temporarily 
higher than the national average, the area re- 
covered faster than the Nation as a whole. 

Buffalo, by contrast, has been a distressed 
labor market for years, with unemployment 
persistently above the national average. Mainly 
serving displaced steel, auto, and rubber work- 
ers, the Buffalo project offered a full range of 
services, from outreach through assessment, 
training, and placement. Nearly half the par- 
ticipants took classroom or on-the-job training. 
Buffalo's placement rate was a creditable 66 
percent (523 for 798 participants). Ultimately, 
the placement rate may have been still better; 
the project and recordkeeping ended when 
more than half the workers taking classroom 
training had only recently (within 90 days or 
less) completed their courses. Reemployment 

•Of the six programs, the most expensive by far, in terms of 
placing workers, was that in Alameda County, California, serv- 
ing mainly workers laid off from a General Motors assembly 
plant. Further discussion of the results in Alameda Country ap- 
pears at a later point in this chapter. 



wage rates in Buffalo were low, $6.62 per hour 
on average, 34 percent below the pre-layoff 
wage of approximately $10.00 per hour. 

These vignettes make the point that no sim- 
ple, single measure such as cost per placement 
fully captures the performance of a displaced 
worker program. Such measures are useful. 
They highlight achievements or disappoint- 
ments that might not otherwise be apparent. 
But they are aids to understanding, not sub- 
stitutes for it. 

Long-term impact evaluations offer a more 
complex and sophisticated way to measure the 
success of displaced worker programs, by 
tracking results over several years, comparing 
earnings of workers who participated with 
those of similar workers who did not, and 
analyzing costs and benefits, to the individuals 
involved and to society. 9 Judging by these 
measures, the training programs of the 1960s 
funded under the Manpower Development 
Training Act (MDTA) were by and large 
successful. Long-term followup studies showed 
that participants' earnings were substantially 
higher than those of comparison groups, and 
the return on public investment was large and 
rapid (see ch. 5). For modern displaced worker 
projects, the oldest of which date back to 1980, 
the results are not yet in. The U.S. Department 
of Labor intends to evaluate the impact of JTPA 
training programs, but first results are not 
expected until 1988. 

Meanwhile, two large modern displaced 
worker projects have been studied for their 
overall effects: the Downriver Community Con- 
ference employment and training program and 
the Buffalo dislocated worker demonstration 
program. Downriver, the first to be studied, 
showed favorable results in 1980-81, but no 
positive impacts in 1981-83. Buffalo, operating 
for one year in 1982-83, showed large, favor- 
able effects on both employment and earn- 
ings. 10 



•For a helpful discussion of the evaluation of employment and 
training programs, see Michael E. Bonis, Measuring the Impact 
of EmploymenURelated Social Programs (Kalamazoo, MI: The 
W.E. Upjohn Institute for Employment Research, 1979). 

"lane Kulik, D. Alton Smith, and Ernst W. Stromsdorfer, The 
Downriver Community Conference Economic Readjustment: FU 

(continued on next pege) 
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Photo credit Downriver Communtty Conference 



Drafting is one of the training courses offered tc 
displaced workers by The Downriver Community 
Conference. 

The Downriver Community Conference, a pub- 
lic agency serving 16 communitips southwest 
of Detroit, began its displaced worker project 
in 1980, offering reemployment and retraining 
services to approximately 1,500 workers who 
lost their jobs in the shutdown of BASF and 
Dana, two auto supply plants. Results of this 
Phase One Downriver project, lasting from July 
1980 to September 1981, were favorable. Com- 
pared with similar workers involved in two sim- 
ilar plant closings in the Detroit area, Down- 
river participants were reemployed at rates 13 
to 20 percentage points higher, and with earn- 
ings $77 a week more, than would be expected. 
In Downriver's Phase Two, lasting from No- 
vember 1981 to September 1983 and serving 
about 600 workers laid off from the Ford Mo- 
tor Co.'s Michigan Casting Center, no positive 
results were evident. The workers served by 
Downriver did no better, and in fact by one 
measure (reemployment rate) did worse, than 
would be expected if they had received no serv- 
ices. 11 



(continued from previous page) 

nal Evaluation Report, report to the U.S. Department of Labor, 
Employment and Training Administration (Cambridge, MA: Abt 
Associates, Inc., 1984); Mathematica Policy Research, Inc., An 
Impact Evaluation of Hie Buffalo Dislocated Worker Demonstra- 
tion Program, report to the U.S. Department of Labor, Employ- 
ment and Training Administration (Princeton, NJ: Mathemat- 
ica Policy Research, Inc., 1985). 

"Kulik. et a]., op. cit., and Jane Kulik, D. Alton Smith, Ernst 
W. Stromsdorfer, The Downriver Community Conference Read- 



Several explanations have been put forward 
for these divergent results. One factor may 
havtf been that most of Phase Two took place 
in the depths of the 1981-83 recession, and that 
no displaced workar project, however well de- 
signed and well run, could make a difference 
at that time. Also, the Ford workers had more 
sources of financial support (supplementary 
unemployment benefits and Trade Adjustment 
Assistance, as well as UI) while they were un- 
employed than the Phase One workers did; 
they may have been less eager to accept the jobs 
available through the project. The most com- 
pelling explanation, the Downriver study con- 
cluded, was "unmeasured differences" be- 
tween the workers in the first and second 
phases— factors such as "motivation, attitude, 
and maturity" that affect the morale of a plant's 
entire work force and shape their reemploy- 
ment experience. 12 In any case, it is risky to 
draw general conclusions from the experience 
of one group of workers, from one plant, at a 
time when the local unemployment rate was 
16 to 18 percent. 

The Downriver study concluded, overall, that 
"it is indeed possible to design and operate ef- 
fective programs for dislocated workers," that 
the programs "can produce positive impacts 
on participants' employment and earnings," 
and that "these benefits can exceed the costs 
of operating such programs." 13 

The results of the Buffalo project, also oper- 
ating in conditions of deep recession, were un- 
equivocally favorable. The project served 798 
workers, the majority (510 people) from nine 
target plants, mainly in the steel and auto in- 
dustries, plus a smaller, varied group (288 peo- 
ple) from several hundred area employers. The 
study estimated that in the 6 months after the 
project ended, participants from the target 
plants were employed, on average, 60 percent 
of the time instead of the 30 percent that would 



Justment Activity Program: Impact Findings From the First 
Phase of Operations, report to the U.S. Department of Labor, 
Employment and Training Administration (Cambridge, MA: Abt 
Associates, Inc., 1983). The authors of the impact study had no 
complete explanation of the negative impacts on the Ford work- 
ers reemployment rates, but speculated that participants may 
have been more selective about job offers than the comparison 
group of workers. 

"Kulik, et al., op. cit.. 1984. pp. xv-xvi. 

"Ibid. 
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be expected, based on the experiences of a 
comparison group. The participants worked an 
average of 24 hours per week, instead of the 
10 hours a week expected, and had average 
earnings of $174 per week, versus the $59 ex- 
pected ($290 versus $197, if only employed 
workers are included). In the nontarget plant 
group, the results were also uniformly positive, 
although the effects of participation were judged 
to be relatively smaller. In the 6-month period 
after the project ended, these participants 
worked, on average, 27 hours per week com- 
pared to an expected 19 hours, and were earn- 
ing $194 dollars per week versus $96. 

Summing up the overall net impacts of the 
project on employment and earnings, the 
Buffalo study concluded that "even in a poor 
economy, job-search assistance and retraining 
services ran significantly facilitate the readjust- 
ment of dislocated workers." 14 A caveat was 
then added about the uncertainties of gener- 
alizing results from one area and one project. 
The authors pointed out that the Buffalo project 
not only offered a comprehensive array of serv- 
ices, but also had a strong organizational struc- 
ture and a highly experienced staff. 

The discussion so far has mostly concerned 
measures of success that are based on benefits 
to displaced workers. Also important are ben- 
efits to employers and to society at large. Em- 
ployers benefit when publicly financed retrain- 
ing programs supply them with workers who 
have learned special skills required for jobs that 
have to be filled. Employers also benefit from 
the worker screening and job matching that 
displaced worker projects can provide. Some 
of these benefits are hard to quantify, and may 



"Mathematics Policy Research Inc., op. cit. (1985), p. 18. 



not be explicitly counted in evaluating the per- 
formance of displaced worker programs. But 
they count for a good deal in public acceptance 
and political support for such programs, and 
are at least implicitly present in simpler meas- 
ures of success. 

The same is true of benefits to society. Suc- 
cessful performance of a displaced worker pro- 
gram implies a host of benefits, ranging from 
ones that can be quantified— e.g., reduced 
drains on unemployment insurance trust funds, 
lower payments for welfare or food stamps, 
and increased tax revenues from reemployed 
workers— to ones that cannot— e.g., fair treat- 
ment of workers who bear the heaviest burden 
of adjustment to technological change and 
world competition. 

For the displaced worker projects of the 
1980s, there has so far been very little investi- 
gation of the payback on the public investment 
in retraining and reemployment services. The 
Buffalo impact study looked at spending for 
four income support programs— unemployment 
compensation (UI), SUBs (which are provided 
by employers, not the public), food stamps, and 
public assistance— but pointed out that none 
of these programs were much used by the 
Buffalo workers. Many of the workers had been 
laid off for a year or more before the displaced 
worker project began, and had exhausted their 
UI and SUBs. The project tended to reduce the 
amounts that workers received from these two 
programs, but the impacts were not significant 
statistically, mainly because usage was low. 
Relatively few of the Buffalo workers received 
public assistance or food stamps either. How- 
ever, for the participants from target plants, the 
study did find statistically significant reduc- 
tions in food stamp and public assistance ben- 
efits as a result of taking part in the project. 



COMMON INGREDIENTS OF SUCCESS 



Several key ingredients of success seem to 
be common to many kinds of displaced worker 
projects, whatever the details of their individ- 
ual designs. These common ingredients have 
to do with where and how soon services are 




available and with the commitment of manage- 
ment, in cooperation with labor, to provide ef- 
fective services. Finally, the best projects are 
designed specifically to fit their own economic 
situations, regions, and people. 
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Plant-Centered Projects 

Some of the best-run displaced worker proj- 
ects are those centered in plants that are clos- 
ing or undergoing large layoffs, and are oper- 
ated by people who work at the plant on both 
the labor and management sides. Plant-cen- 
tered projects have several advantages in their 
favor: the people who run them have a personal 
stake in the outcome, know many of the indi- 
vidual workers involved, and are acquainted 
with the local business community where the 
hidden job market (openings that are never 
publicly announced) L found. Also, such pro- 
grams fill a special need, which is to serve large 
numbers of workers with similar skills and 
work histories who are all dumped on the la- 
bor market at once. Even in good times, it is 
difficult for local labor markets to absorb a 
great many similar workers at th<* same time. 

Several examples illustrate the worth of the 
plant-centered approach; one is the Johnson 
and Johnson project in Chicago in 1983, de- 
scribed in box 6A. In most of the plant-centered 
projects that have worked well, the companies 
involved were large, the workers were repre- 
sented by unions, labor-management relations 
were good to excellent, and labor-management 
teams were in charge. In almost every case, the 
team leaders were exceptionally resourceful 
and dedicated. Can plant-centered programs 
work without these special assets? 

Two decades of experience in Canada sug- 
gest that they can. Since 1963, a small Federal 
agency, the Industrial Adjustment Service 
(IAS, formerly the Manpower Consultative 
Service) has set up thousands of labor-manage- 
ment reemployment committees in virtually 
every major plant closing or layoff in Canada, 
IAS moves in quickly, usually before any lay- 
offs occur, to establish the committees and 
provide them with technical advice, modest fi- 
nancial help, and experienced, independent 
chairmen. The committees' job is to mobilize 
community resources for reemploying the dis- 
placed workers. They get in touch with area 
employers in similar lines of work, unions that 
may know of job openings, and more distant 
employers who may need the laid-off workers. 
Most committees finish their work by the end 
of year, and go out of business. Typically, they 

9 



find jobs for two-thirds of all the workers dis- 
placed, and for most of the workers who sign 
up to participate in the program. 15 

There is no real analog of the Canadian IAS 
in this country. The closest are the rapid re- 
sponse teams some States have created in their 
JTPA Title III programs, which bring job 
search assistance services to plants where 
workers have been given notice of layoff, A few 
States, including Arizona and South Carolina, 
have put considerable effort into rapid re- 
sponse or pre-layoff assistance. They believe 
that by finding new jobs for many workers be- 
fore they are laid off, and thus avoiding any 
interruption in employment and any payment 
of unemployment insurance, the effort more 
than pays for itself. (Ch. 5 discusses these ef- 
forts further.) However, some features of the 
Canadian IAS that contribute to its consistent 
success and low cost are not usually found in 
JTPA rapid response programs; that is, the 
establishment of labor-management commit- 
tees within the plant, with the plant's workers 
and managers directing it, under the leadership 
of an independent chairman. The IAS-assisted 
committees usually stay in existence for at least 
a year, rather than disappearing or changing 
their locus and sponsorship when the plant 
closes, as is true of some of the rapid response 
efforts mounted by States. 

Wherever they exist, plant-based labor-man- 
agement committees can take advantage of 
JTPA Title III funds and, in some cases, can 
get additional support from State programs or 
the private sector. Sometimes employers lay- 
ing off workers bring in consultants to advise 
them how to set up adjustment committees, 
often with union participation. These com- 
mittees, once established, can apply for JTPA 
funds. However, as of 1985, nune of the States 
had created an institutional mechanism under 
JTPA to help create labor-management adjust- 
ment com nittees in plants undergoing closure 
or layoffs. 16 Part of the problem may be that 



"A more detailed description of the Canadian Industrial Ad- 
justment Service appears in ch. *>. 

"In late 1985, the Department of Labor was considering a pi- 
lot project, in cooperation with selected States, to provide tech- 
nical assistance to plant-based projects, possibly on the model 
of the Canadian IAS. 
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Box 8A.— Labor-Management Committee at Johnson & Johnsc> Plant 
Finds Jobs for Displaced Workers 

When Johnson & Johnson decided in 1982 to close an antiquated Band-Aid plant in Chicago, 
it was faced with laying off half the plant's 700 employees in a deeply depressed labor market. 
{The rest of the workers were moved to a modern Johnson & Johnson plant nearby.) Under its con- • 
tract with Amalgamated Clothing and Textile Workers Union, the company provided generous 
severance pay, extended health benefits, early retirement for those who wanted it, preferential 
hiring in other company plants, and at Iea# 3 months 9 notice to any employee slated for layoff. 

The company and union together also undertook to help the laid-off workers find jobs. At an 
earlier Johnson & Johnson plant closing in downstate Illinois, a consulting firm teaching job search 
methods had failed to help the hourly workers. This time, the plant's personnel manager and the 
president of the union local formed a committee to do the job themselves. "We decided not to pay 
a lot of money for people who didn't understand our employees as well as we did," said one if 
the committee co-chairmen. 

The committee's job development efforts began with a lunch invitation to representatives of 
200 companies and employment agencies, allowing them to get acquainted with the Johnson & 
Johnson employees. The response was uniformly positive companies that were not hiring offered 
names of others that might be, and so the network grew. Another committee effort was a direct ' 
mailing to 500 companies, selected from business directories by location and type of business, which 
included brief sketches of categories of workers available from Johnson & Johnson. The recipients 
had only to check the category of workers they were interested in. This brought 200 replies within 
4 weeks. In addition, Johnson & Johnson offered to train some of their workers to fit new employers' 
needs. In addition to job development, the committee also offered counseling and job search skills 
workshops. ^ 

A year later, 70 percent of the hourly workers seeking new jobs had them-and this included 
workers who had been laid off at least a year earlier and came back to take advantage of the pro- 
gram. Skilled workers were usually snapped up quickly with no loss in pay, but the semiskilled, 
on average, took pay cuts from about $8 to $6 per hour. Chicago's unemployment rate was over 
12 percent at the beginning of 1983, when the reemployment efforts for Johnson & Johnson work- 
ers began, and was still 8.5 percent at the end of the year. In light of all the evidence (see ch. 3) 
that displaced workers experience unusual and prolonged unemployment— even in communities 
with low unemployment rates— this project achieved a good measure of success. 



State administrative costs under JTPA are lim- 
ited to 5 percent of Federal grants. Many States 
have no more than two or three officials work- 
ing full time on the JTPA Title III program; 
often they are ill-equipped to give technical 
assistance to companies or unions that want 
to set up plant-based services for displaced 
workers. 

The great majority of displaced worker proj- 
ects in the United States are operated by con- 
tinuing outside organizations, not by plant- 
based committees. In fact, JTPA's provision of 
rewards and sanctions for performance as- 
sumes that whoever is running the projects will 



be back the next year. There is one important 
advantage to this approach, which is that a con- 
tinuing project can serve a broad population. 
In most communities suffering mass layoffs or 
plant closings, other businesses feel ripple ef- 
fects. For example, in Buffalo in 1981-82, more 
than half the worker displacement, following 
large layoffs and closings of steel and auto 
plants, occurred in numerous small establish- 
ments, especially retail stores. Workers who 
lose their jobs in twos and threes, or even tens, 
usually cannot be served effectively by a plant- 
based committee. Moreover, even when an ef- 
fective plant-based effort has served workers 
in a plant closing or large layoff, a continuing 
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project can serve workers who have not yet 
been satisfactorily placed when the committee 
goes out of business. 

Another advantage of a continuing organiza- 
tion is that, if it is effective in finding jobs and 
matching workers to them, it can build a repu- 
tation, both with area employers and with the 
workers it serves. This kind of reputation is 
self-reinforcing; employers list good jobs with 
projects that send them well-qualified workers, 
and workers sign up with projects that offer 
good training and list good jobs. 

To sum up, plant-based labor-management 
committees have unique advantages in serving 
workers from their own plants; that is, personal 
acquaintance with the workers and their abil- 
ities, and personal networks for turning up job 
opportunities in the community. No Federal or 
State program is designed specifically to en- 
courage the formation of such committees, al- 
though they can be supported under JTPA. 
Permanent displaced worker projects have a 
different major advantage, in that they can 
serve displaced workers both from target plants 
and from the wider community. Both kinds of 
projects are needed. There is no reason why 
they cannot coexist. 

Timing 

The best time to start a displaced worker 
program is before the layoffs begin. Although 
not every worker will take advantage of the 
program early, having it available is important 
to boosting morale, avoiding bitterness and 
apathy, enabling people to plan their future, 
and offering training to those who need it while 
they still have before them the basic 26 weeks 
of unemployment insurance plus any available 
supplemental programs. 

An outstanding example of the value of early 
action was the displaced worker program at the 
Ford Milpitas plant near San Jose, California, 
described in box 6B. Other displaced worker 
programs also got off to an early start with 
good results. For example, in phasing down its 
Chicago Band-Aid plant, Johnson & Johnson 
gave every displaced worker at least 3 months' 
notice, and some as much as 2 years' notice. 



The Brown & Williamson Tobacco Co- an- 
nounced the coming closure of its Louisville 
plant, with the loss of 3,000 joI>:, in 1979. As 
required by its union contract, the company 
gave 18 months' notice before the first layoff, 
but it was 3 years before the plant shut down. 
The idea of the 3-year lead time was to reduce 
the work force gradually, allowing a staggered 
influx of workers into the local labor market, 17 
It should be noted that in all these cases, early 
notice of a closing or layoff was accompanied 
by a program of high-quality adjustment serv- 
ices to the workers being laid off. Advance 
notice of layoff without the provision of such 
services is much less useful. 

Most directors of displaced worker projects 
are convinced of the value of early interven- 
tion, not only in fairness to the affected work- 
ers, but also as a way to keep constructive 
action going. "People need structure," said one 
director. Without a program of services in 
place at the time of layoff, the usual sequence 
is "the first month, they complain. The second 
month, they take a trip with the family. The 
third month they fix up the house. The fourth 
month, depression sets in," 

The employment and training project of the 
Downriver Community Conference found that 
if services are available before the plant closes, 
half the workers take advantage of them. Up 
to a year after closing, 35 percent sign up. After 
2 years, 17 percent participate, 18 Does this 
mean that workers simply find jobs on their 
own, without help, as time pawes? Yes, of 
course, many do. The Buffalo impact study 
concluded that the majority of displaced work- 
ers interviewed (of whom 35 percent partici- 



"Other projects that gave advance notice of layoffs and be- 
gan services to displaced workers early include those of the Dana 
Corp. (Edgerton, WI, four-wheel drive axle plant); Empire-Detroit 
Steel (Portsmouth, OH, plant); and Goodyear Tire & Rubber (Lee 
Tire of Conshohocken, PA). All were plant-based projects oper- 
ated by labor-management committees. For details of several of 
these projects see U.S. Department of Labor, Labor Management 
Services Administration, Plant Closings: What Can Be Learned 
From Best Practice (Washington, OC: U.S. Government Print- 
ing Office, 1982). 

"Kathleen Alessandro and W, Robert Schnieders, "Case 
Study— Retraining Workers Displaced From the Automotive In- 
dustry Into Robotic Technicians," paper presented to the Soci- 
ety of Manufacturing Engineers (Dearborn, MI: Society of Man- 
ufacturing Engineers, 1984). 
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Box 6B.— Early Action at an Auto Assembly Plant Closing 



At the Ford Motor Co.'s auto assembly plant 
at Milpitas, California, near San Jose, a labor* 
management team mounted an outstanding work* 
er adjustment program within days of an ad- 
vance notice plant-closing announcement. Months 
before the closing, an array of services, from im- 
plant training courses to personal counseling, 
was made available to the plant's workers. The 
quick response and wide range of services helped 
to maintain high worker morale until the day the 
plant closed. 

The prompt action getting services to displaced 
workers underway was based on labor-manage- 
ment cooperation that already existed in the 
Ford Milp'*as plant. Cooperation did not always 
exist. The J 970s were years of rocky labor rela- 
tions for the Milpitas plant. In 1979, a new man- 
ager took over, committed to the idea of em- 
ployee involvement which Ford and the United 
Auto Workers had just written into their national 
contract. Employees were encouraged to solve 
problems cooperatively with management, and 
supervisors began to listen to shop floor work- 
ers' ideas on improving quality and productivity* 
By 1981, when the plant was retooled to make 
Escorts, attitudes of both labor and management 
had changed. By 1982, the Milpitas plant was at 
the top of the Ford assembly division for produc- 
tivity and quality. 

But world competition was forcing Ford to re- 
trench. Japanese success in capturing the small 
car market was greatest on the west coast, and 
headquarters decided the Milpitas plant could 
not survive. In accordance with the national 
union contract, Ford announced on November 
18, 1982, that the plant would shut down the next 
May. with the loss of 2,385 jobs. 

Within hours, a representative of the Califor- 
nia Economic Adjustment Team was at the 
plant, laying out the State and community re- 
sources available to the workers. Within 4 days, 
a joint labor-management committee chaired by 
the plant's industrial relations manager and the 
UAW local bargaining chairman had set up an 
employee reemployment and retraining center 
in the plant. The same two men had co-chaired 
the plantwide employee involvement teams. 

Before the plant closed in May 1983, these 
events had taken place: 

• All workers in the plant received a detailed 
explanation of why it had to close and why 
there was no chance it would reopen. 
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• Every worker was given personalized infor- 
mation on his or her benefits and retirement 
situation. 

• Testing began for every worker who wanted 
adult education or skills training courses. 

• Starting in January 1983, adult reading and 
mathematics classes were held in the plant 
4 days a week full time, while the assembly 
line was down; later, classes were scheduled 
at 3 p.m., just after the daytime shift. 

• Job developers (who were all pl*at employ- 
ees) began a sweep of the area for job open- 
ings. Anyone who wanted to take a job be- 
fore the plant closed could do so without 
loss cf severance pay. 

• Skills training classes and on-the-job train- 
ing were scheduled to start up the Monday 
after the plant closed on Friday. 

Until the day the plant closed, quality and 
productivity continued to rise. On the official 
closeout date, September 1, 1984, 83 percent of 
those looking for work had found jobs; 1,460 
were employed, 500 were retired or within a few 
months of retirement, 118 were still in training, 
and 308 were unemployed. The average wage on 
the new job was about $8 per hour, compared 
to $12 at Ford, but for many that was a starting, 
wage with good prospects for advancement. The 
response of the Ford workers to training oppor- 
tunities was exceptional; 748 of the workers took 
skills training courses (and most completed the 
training), 770 took adult education classes, and 
175 took and passed the GED high school equiv- 
alency exam. 

The Ford/UAW project at Milpitas cost be- 
tween $5.6 million and $7.2 million, depending 
on how the resources provided by the Ford Mo- 
tor Co. are valued. (These included staff time, of- 
fice space, and other overhead, in addition to 
supplementary unemployment benefits for eligi- 
ble workers who were in training.) Besides Ford 
money, other major sources of funds were train- < 
ing, education, and employment agencies of the 
State of California, JTPA Tide III, the Ford/UAW * 
nickel-an-hour fund, and Trade Adjustment At- : 
sistance. For the 1,997 workers who signed up 
for services, the average expenditure was roughly 
$2,800 to $3,600 per worker. No one has tried 
to account for the total benefits, to the workers 
and to society, of this particular project, but in 
the opinion of its co-directors, the services they - 
offered were "cheap at the price," ** 
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pated in the reemployment/retraining project) 
found jobs on their own, but only after an 
average duration of unemployment after lay- 
off of 14 to 15 months, and at substantially 
lower pay than on the old job. The point of pro- 
viding adjustment services, and providing 
them early to a larger number of workers rather 
than later to a smaller number, is to help the 
workers get jobs sooner, stay employed more 
steadily, and earn more than they would with- 
out such help. The Buffalo study, the Down- 
river study to some degree, and the earlier long- 
term impact studies of MDTA all concluded 
that readjustment assistance can indeed help 
displaced workers accomplish these things. 
Another argument for early intervention is 
based on anecdotal evidence, which suggests 
that many displaced workers who are long 
unemployed lose the habit of, and confidence 
for, work. Some get by on repeated cycles of 
working just long enough to be eligible for HI, 
then collect UI while working at odd jobs for 
cash or barter in the underground economy. 

Employers, as well as displaced workers, can 
benefit from early intervention. A prompt start 
on reemployment can save outlays from the 
State's unemployment trust fund, which em- 
ployers pay for through an earmarked tax. 
Also, it enhances a company's reputation both 
with the public and with their remaining work- 
ers (in cases where the plant does not shut 
down completely) if those who are laid off are 
seen to get effective help. 

Having services available early for displaced 
workers does not imply that every participant 
must begin early. Workers themselves, one 
researcher observed, do a pretty good job of 
determining at what point after their layoff 
they are likely to gain from the program, 19 The 
Canadian IAS has found that a program length 
of 1 year or a bit more is about right to serve 
most workers. 

So far, research studies on the relation be- 
tween advance notice and subsequent employ- 



"Rebecca Maynard, "Lessons From the DOLrSponsored Work- 
ers Demonstration Program," paper presented at the National 
Alliance of Business Conference on Displaced Workers, Detroit, 
MI, June 1984. 



ment and earnings of displaced workers are 
limited and inconclusive. A study of Maine 
plant closings found that unemployment in lo- 
calities affected by the closings was signifi- 
cantly lower when advance notice was given. 
This included indirect or ripple effects on em- 
ployment in the community, as well as direct 
effects on workers laid off in the plant clo- 
sure. 20 Another study, looking at 30 plant clos- 
ings from 1969 to 1972, found that advance 
notice did not seem to reduce earnings losses 
significantly, but a number of shortcomings in 
the data were noted. 21 Neither study took into 
account what services, if any, were offered to 
workers expecting to lose their jobs in the plant 
closings. 

This point is critical. Advance notice of lay- 
off will be of less value if no services are offered 
to the workers during the lead time the notice 
provides. Without constructive action, morale 
can deteriorate during the notice period (al- 
though it can be argued that uncertainty, com- 
pounded by rumors, can be even more dam- 
aging to morale). Action either by a crisis 
intervention entity like Canada's IAS, or by ex- 
isting labor-management committees, or by a 
project operating under JTPA auspices, can 
make positive use of early notice. 

Another key point is that notice of a plant 
closing must be unequivocal if possible. Work- 
ers who have put in 15 or 20 years at a plant, 
and many times have gone through temporary 
layoffs, often find it incredible that the plant 
is really closing. The bad news is easier to be- 
lieve when company managers disclose the rea- 
sons in detail, including information on the 
company's financial position. If a company an- 
nounces, before layoff, that it will help provide 
services for displaced workers, that also helps 
to bring home the reality of the situation. 



"Nancy R. Foibre, Julia L. Leighton. and Melissa R. Roder- 
ick, "Plant Closings and Their Regulation in Maine, 1971-1982," 
Industrial and Labor Relations Review, January 1984. 

"Arlene Holen, Christopher Jehn, and Robert P. Trost, Earn- 
ings Losses of Workers Displaced by Plant Closings, report to 
the U.S. Department of Labor, Bureau of International Labor 
Affairs (Alexandria, VA: The Public Research Institute, 1981). 



ERLC 



248 



Ch. 6— Design and Performance of Displaced Worker Projects • 239 



JTPA provides that displaced worker serv- 
ices may begin before layoff, as soon as the 
workers are given pink slips. A number of State 
directors of JTPA Title III programs have ex- 
pressed strong interest in an early warning sys- 
tem so they can offer p re-layoff assistance more 
readily," Some employ ingenious methods to 
find out in advance about plant closings and 
mass layoffs. For example, Rhode Island col- 
lects information via its business-retention pro- 
gram, in which State staff visit each firm in the 
State every year. Several States, including Ar- 
izona, Colorado, South Carolina, and Texas, 
encourage companies to give voluntary ad- 
vance notice of impending layoffs; they also 
rely on newspaper accounts and word of 
mouth. Arizona program leaders, particularly 
active in pre-layoff assistance, encourage com- 
panies that benefit from this service to dis- 
placed workers to make it known to other com- 
panies. 

An issue that concerns many States with re- 
spect to early warning is how and whether they 
can use Title III funds to prevent plants from 
closing. Some State-funded programs offer re- 
training and other kinds of assistance to try to 
prevent closings and worker layoffs. 23 So does 
the Canadian Industrial Adjustment Service. 
JTPA, however, defines displaced workers who 
may be served under Title III as those who are 
already unemployed, or have received notice 
of termination. A brief discussion of policies 
to prevent worker displacement appears in 
chapter 5. 

Considering the advantages of early action, 
is it reasonable to require advance notice of 
plant closings and large layoffs by law? This 
proposal is highly controversial. Hie two main 
arguments against it are, first, that such a re- 
quirement overburdens business, forcing com- 
panies to keep ailing plants open longer than 
they otherwise would, and longer than is eco- 

"An OTA telephone survey of State directors of JTPA Title 
III programs, conducted from October 1984 to January 1985, 
found that pre-layoff assistance to displaced workers and early 
warning of plant closings were among the directors' top con* 
cerns. See ch. 5 for results of the survey and further discussion 
of the early warning issue as it affects JTPA programs. 

"Two examples are the California Employment Training Panel 
and South Carolina's Rapid Response Team, both discussod in 
ch. 5. 
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nomically efficient; and second, that the re- 
quirement can have a perverse effect, forcing 
the closure of some plants that might otherwise 
have remained open. It is argued that the an- 
nouncement of a planned closing or mass lay- 
off can seal the firm's fate, as workers take 
other jobs {or perhaps lose interest in their 
work), and creditors, suppliers, and customers 
change their terms of doing business. Oppo- 
nents also say that government-imposed re- 
quirements for advance notice are quite dif- 
ferent from such requirements in collective 
bargaining agreements, since in the bargain- 
ing the labor union presumably trades some 
other advantage for the advance notice. 

Some European countries, most of Canada, 24 
the State of Maine, and the city of Philadelphia 
require advance notice of plant closure or 
large-scale layoffs. 25 Proponents c f plant clos- 
ing legislation point to the compliance of busi- 
ness, including U,S«-based firms, with Cana- 
dian and European advance notice laws as 
evidence that the laws can work without be- 
ing too burdensome. Mandatory advance no- 
tice laws usually include an escape hatch 
which allows firms not to give notice when 
business circumstances make it impossible. 

Several States and some local governments 
are considering plant-closing legislation that 
requires advance notice. Some are deterred, 
however, by the argument that plant closing 
laws will drive business away to other States 
or localities. In addition, State and local plant 
closing laws might be challenged in court on 
grounds that Federal law preempts them, or the 
Constitution prohibits them. 28 



"Six of ten Canadian provinces, including the most populous, 
require advance notice of plant closings or layoffs affecting 50 
or more workers; the notice required varies from 8 to 16 weeks, 
depending on the number of workers affected. The Canadian 
national government has a similar plant closing law covering 
certain classes of workers. 

"South Carolina requires advance notice of layoffs only from 
employers who require their employees to give notice of their 
intention to quit work. 

*A Pennsylvania State court invalidated a Pittsburgh plant 
closing ordinance in 1983, mainly on the grounds that a State 
law prohibits municipalities from imposing duties and require- 
ments on businesses. The court also relied in part on the argu- 
ment that the ordinance was preempted by a Federal law, the 
National Labor Relations Act, though the court did not thorough- 

(continued on next page) 
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Michigan, Massachusetts, and Wisconsin 
have laws encouraging employers to give ad- 
vance notice of layoffs and plant closings 
voluntarily. An earlier Wisconsin law, repealed 
in 1983, made advance notice mandatory; the 
new law establishes voluntary guidelines and 
incentives. The Massachusetts law, adopted in 
1984, established a "social compact" that en- 
courages companies to give 90 days' notice of 
a plant closing; firms that are financed, in- 
sured, or subsidized by quasi-public State agen- 
cies must agree to accept the "voluntary stand- 
ards of corporate behavior" stated in the law, 
which include advance notice. 

Relatively few American workers are cov- 
ered by collective bargaining agreements that 
require employers to give advance notice of 
plant closings or major layoffs. Only about 18 
percent belong to unions, and the percentage 
is declining. Moreover, in 1980, only 15 per- 
cent of major c jllective bargaining agreements 
(those covering more than 1,000 workers) con- 
tained language either requiring advance no- 
tice or authorizing union participation in the 
procedure of plant closing. 27 Some companies 
voluntarily provide advance notice of layoffs, 
but many do not. An example of the latter was 
a Silicon Valley firm which reportedly called 
employees off the afternoon shift, told then* 
they were fired, escorted some off the property 
through back doors, and locked and chained 
the premises." Of 5.1 million adult workers 
who were displaced from their jobs between 
1979 and 1984, M 2.2 million reported that they 

(continued from previous page) 

ly explain its reasoning. No other court has yet ruled on the 
preemption claim, or claims that State and local plant closing 
legislation may be unconstitutional. For details of the arguments, 
see Richard P. Swigart (ed.)> Managing Plant Closings and Oc- 
cupational Readjustment: An Employer's Guidebook (Washing- 
ton, DC: National Center on Occupational Readjustment, 1984), 
pp. 123-129. 

a, U.S. Department of Labor, Bureau of Labor Statistics. "Ma- 
jor Collective Bargaining Agreements: Plant Movement, Inter- 
plant Transfer, and Relocation Allowances/' bulletin 1425-20 
(Washington, DC: U.S. Department of Labor, July 1981). 

"Tamar Lewin, "Workers* Rights in a Closing Tested," The 
New York Times, July 19, 1984. 

"These are people who lost jobs they had held for at least 3 
years because of a plant or business closing, abolition of a posi- 
tion or shift, or slack work; the job losses occurred between Jan- 
uary 1979 and January 1984. The data were collected in a spe- 
cial survey of the Ui>. Census Bureau in January 1984 for the 
Bureau of Labor Statistics, U.S. Department of Labor. For de- 
tails of the survey results, see ch. 3. 

O 
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did not receive advance notice or expect the 
layoff. The rest (2.9 million), who said they got 
advance notice or expected the layoff, did not 
specify what "advance notice" amounted to. 30 

Plant closing legislation has been introduced 
into Congress from time to time over the past 
10 years, including, in addition to advance no- 
tice of layoffs, such features as mandatory 
severance pay, continued health insurance cov- 
erage, 31 and transfer rights for workers. Other 
features sometimes included are Federal loans 
and technical assistance to communities, busi- 
nesses, or groups of workers who may want 
to buy out a plant and keep it open. No bill with 
these other features has ever been reported out 
of a full congressional committee, although 
some have been the subject of hearings. 

In March 1985, Rep. William Ford (D-MI) 
joined with Representatives William Clay (D- 
MO) and Silvio Conte (R-MA) to introduce a 
simplified, bipartisan plant-closing bill (H.R. 
1616). It would require all employers to give 
90 days' notice before laying off 50 or more em- 
ployees, unless business circumstances make 
this impossible. The bill would also require em- 
ployers to discuss alternatives to closure with 
unions (where they exist) during the notice 
period, and would encourage such consulta- 
tion with employees in non-union shops. Plant 
closing notices would go to the Federal Medi- 
ation and Conciliation Service, which would 
be authorized to provide assistance in plant 
closing disputes. This bill was reported out of 
the full House Committee on Education and 
Labor in July 1985, and defeated by a narrow 
margin by the full House late in the year. 

Employer Responsibility and Labor- 
Management Cooperation 

A number of companies, faced with the ne- 
cessity of closing a plant or permanently lay- 
ing off large numbers of workers, have taken 



"Information provided by the Bureau of Labor Statistics. 

"The worry uppermost in the minds of many workers faced 
with layoff is the loss of company-provided health insurance. 
A number of major union contracts call for 3-month to 2-year 
extensions of health insurance benefits for displaced workers, 
as well as severance pay, an early retirement option, and prior- 
ity consideration for jobs in other plants owned by the company, 
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responsibility for tempering the impacts. Usu- 
ally, in these cases, union contracts call for ad- 
vance notice of a plant closing and provision 
of some kind of assistance for the displaced 
workers, with union participation if appropri- 
ate. Some companies fulfill these obligations 
rather perfunctorily, for example by hiring con- 
tractors to offer the workers a few days of 
counseling. Others have gone far beyond what 
the union contract called for. 

At the Ford assembly plant in Milpitas, for 
example, the contract called only for advance 
notice, for a meeting between company and 
union to discuss the matter, for provision by 
the company of counseling and placement as- 
sistance, and for preferential hiring in other 
Ford plants. What the Ford Motor Co. did, 
however, was to give the plant's industrial re- 
lations manager a free hand to "do what was 
right." The plant was kept open for 16 months 
after production ended, housing all program 
services except for vocational skills training 
and thus giving the displaced workers a one- 
stop shopping center in familiar surroundings. 
A company-paid skeleton staff stayed on to run 
the services. 

The experience at Milpitas and other out- 
standing projects in which the companies took 
leading parts highlights several unique contri- 
butions that private employers can make. They 
can make space in plants for employment 
and training centers and for suitable training 
courses (e.g., remedial education); provide staff 
to run the employment and training centers; 
allow employees time off from work to attend 
counseling and job search workshops; and pos- 
sibly keep the employment centers open after 
the plant is closed. Of course, not all employers 
can provide such a full range of services. In- 
dependently owned companies that are forced 
to close probably cannot afford most of them; 
but many large companies that are closing 
branches in the course of restructuring their 
businesses can help to provide top quality serv- 
ices for their ex-employees. 

In several cases of best practice in closing 
a plant, the union was involved as actively as 
the company in planning and running the serv- 
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ices for displaced workers. In most instances, 
these joint efforts were built on preexisting 
labor-management cooperation. For example, 
the Dana Corp.'s four-wheel drive axle plant 
in Edgerton, Wisconsin, closed in 1980, had 
never had a strike in 8 years, and had an em- 
ployee turnover rate of 1 percent. Both the 
Dana Corp. and Johnson & Johnson, as well as 
the Ford plant, had employee involvement 
teams actively cooperating in improving the 
plants' productivity and product quality. The 
Brown & Williamson Tobacco Co. was a pi- 
oneer in establishing, together with its two un- 
ions (the Bakery, Confectionary and Tobacco 
Workers Union and the International Associa- 
tion of Machinists and Aerospace Workers), 
joint labor-management committees to handle 
the phase-out of 3,000 jobs and the creation of 
employment and training services. 

Labor-management cooperation is a strong 
plus. Workers are likely to trust and use serv- 
ices that are planned, directed, or endorsed by 
their unions or representatives. Where labor- 
management teams do not already exist at the 
time a plant is closed, cooperative direction of 
the services can still be developed, as the Cana- 
dian IAS experience shows. This was the case 
at the Ford Motor Co.'s Oakdale, Ontario as- 
sembly plant, where more than 2,000 workers 
were laid off in two stages, in November 1979 
and May 1980. A task force appointed by the 
president of Ford of Canada called in IAS (then 
called the Manpower Consultative Service, or 
MCS). The labor-management committees 
formed at Oakdale under MCS turned up jobs 
so effectively that within 8 months 94 percent 
of participants were placed. Of all the laid-off 
workers, (participants and nonparticipants) 80 
to 85 percent had found jobs. 

In the United States, government support for 
labor and management efforts to create effec- 
tive displaced worker programs is mostly in the 
form of information sharing. A small office in 
the Department of Labor, the Bureau of Labor- 
Management Relations and Cooperative Pro- 
grams, publishes material on best practice in 
plant closings, holds workshops, and responds 
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to calls for help from States, companies, and 
unions. 32 

On the private side, both business groups 
(e.g., the National Alliance of Business and the 
National Center on Occupational Readjust- 
ment, Inc.) and labor (e.g., the Human Re- 
sources Development Institute of the AFL-CIO) 
are active in collecting and imparting informa- 
tion on practical ways of helping workers and 
communities hurt by plant closings. 

Differences in Situation 

The nature and condition of the local econ- 
omy are dominating influences cn the success 
of displaced worker projects, and also on their 
design. Projects that offer a full range of serv- 
ices are generally desirable; they are best able 
to meet the needs of the whole spectrum of dis- 
placed workers, not just those easiest to serve. 
However, different services may need special 
emphasis, depending on the local economic sit- 
uation. 

In a diversified urban industrial economy, 
most displaced workers will find jobs, given 
effective job search assistance that helps them 
crack the hidden job market, and training in 
new skills for those who want it and can ben- 
efit from it Except in the troughs of recessions, 
there are usually jobs to be found in a deep, 
diversified labor market, even though it may 
take some time to find them. For example, even 
in Buffalo, with its long history of unemploy- 
ment rates above the national average, the dis- 
placed worker project operating in 1982 and 
1983 was able to place two-thirds of its clients. 



"Publications of the Bureau (formerly the Labor-Management 
Services Administration) include U.S. Department of Labor, 
Labor-Management Services Administration, Plant Closing 
Checklist: A Guide to Best Practice (Washington, DC: U.S. Gov- 
ernment Printing Office, no date), and Plant Closings: What Can 
Be Learned From Best Practice (Washington, DC: U.S. Govern- 
ment Printing Office, 1962). 



More isolated urban centers with very nar- 
row industrial bases— one-plant or one-industry 
towns— are in worse trouble when the plant 
closes or the industry declines. Steel towns like 
Youngstown and Portsmouth, Ohio are exam- 
ples of industrial areas with shallow labor mar- 
kets that have not come back to robust life with 
the resurgence in the economy. Rural areas de- 
pendent on mining, such as the Appalachian 
coal country or eastern Utah since die coal and 
uranium mining bust, may be very resistant to 
the best efforts of displaced worker projects. 
In areas that show no evidence of economic 
revival and seem too hopeless to provide new 
jobs, vigorous relocation programs may help 
some displaced workers. 

In a prosperous local economy, many work- 
ers fare quite well with nothing more than rela- 
tively brief, inexpensive assistance in search- 
ing for a new job. In addition, a thriving 
economy may favor the acquisition of new 
skills. Opportunities are plentiful, so that dis- 
placed workers, with only modest retraining, 
can move in to entry positions as more experi- 
enced skilled workers move up. The advan- 
tages of forgoing an immediate job in favor of 
training may not be obvious, however, to adult 
workers accustomed to bringing home pay- 
checks. Where there is a choice between train- 
ing and a job, displaced workers often benefit 
from help in realistically estimating their earn- 
ing potential with and without training. 

In a depressed economy displaced workers 
may be more inclined to opt for training in new 
skills. When there are few jobs to be had, many 
workers find retraining more productive than 
idleness. From the perspective of public pol- 
icy, funding needs for displaced worker pro- 
grams may rise and fall with the state of the 
economy, not only because more workers ap- 
ply for services during hard times, but also be- 
cause training— the most expensive service- 
will likely be in greater demand. 
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ISSUES IN THE DESIGN OF DISPLACED WORKER PROJECTS 



A brief description of a typical displaced 
worker project will serve to introduce the ele- 
ments of project design* Because Downriver is 
the oldest of current projects and has often 
served as a model for others, it is chosen for 
illustrative purposes here* 

The first step is outreach: making project 
services known to displaced workers and in* 
viting them to participate* Then, those who 
sign up must attend orientation, take a series 
of basic education and aptitude tests, and take 
part in a 4-day job-seeking skills workshop. The 
workshop helps workers identify their own 
skills and experience, learn to identify poten- 
tial employers, produce resumes, and practice 
job interviews* The sequence in this first phase 
of Downriver's program is mandatory* Those 
who do not follow it are dropped* The inten- 
tion is to screen out workers who are not com- 
mitted to a whole-hearted job-seeking effort* 

Once they are enrolled, participants follow 
different paths depending on their abilities and 
interests* Those who have salable skills may 
need only some sharpening of their abilities to 
search for jobs, or they may take advantage of 
job openings that the project's job developers 
find* Others, with good reading and mathe- 
matics skills, but without job skills that are cur- 
rently in demand, may be referred to training 
courses* The idea is to reserve training for 
those who need it most and can benefit from 
it. A third choice is on-the-job training (OJT), 
in which employers receive a subsidy for hir- 
ing new workers, usually amounting to 50 per- 
cent of wages, and lasting for 1 to 6 months* 
At Downriver, OJT is not considered training 
—the acquisition of new skills required for a 
new occupation— so much as a placement tool* 

The hardest workers to serve are those who 
lack marketable skills and are seriously defi- 



cient in basic educational abilities* For these 
workers, Downriver has experimented from 
time to time with remedial education, or looked 
for suitable OJT slots* Finally, Downriver in- 
cludes in its package of services relocation and 
out-of-area job search assistance, for those who 
are able and willing to move* 

The Downriver program follows a sequence 
in which the least expensive services are 
offered first* Putting the job search workshop 
early in the sequence tests participants' com- 
mitment and enables them to look for a job 
promptly, if they do not want or need the more 
expensive training or relocation services that 
come later in the program* Figure 6-1 shows 
the sequence of Downriver services, as pre- 
sented to participants* 

The hundreds of displaced worker projects 
recently created under JTPA Title III differ sub- 
stantially; not all include the complete menu 
of services outlined above, although all these 
activities can be funded under the law* Nor do 
all of the projects follow the same sequence as 
Downriver, or require the same mandatory 
steps* Some, for example, require all partici- 
pants to spend a few weeks in job search be- 
fore they become eligible for any form of train- 
ing* Some (probably a minority) do not require 
attendance at a job search workshop* Some of- 
fer financial and personal counseling as an in- 
tegral part of project activities* 

The experience of the six demonstration 
projects of 1982 and 1983 is a guide to com- 
parative costs of the different services offered 
to displaced workers* These projects recorded 
outcomes as well as costs by type of service* 
In addition, the U*S* Department of Labor col- 
lected data on outcomes (entered employment 
rates and reemployment wages) by type of serv- 
ice from a sample of JTPA projects serving dis- 



ERLC 



251 



244 • Technology and Structural Unemployment: Reemploying Displaced Adults 



Figure 6-1.— Downriver Community Conference Economic Readjustment Program* 



Step by step 



You have been scheduled for a group 
kick-off session with DCC Staff 



—How The Program Will Work With You— 
Activity 



You have been scheduled for group 
testing— we call it "Assessment For 
Experienced Workers" 

Individual appointments have been set 
up for each person. We know a lot of 
information is required— thanks for 
your cooperation 

You will be scheduled for a specialized 
group workshop to fine-tune your 
Job Seeking Skills 



You get a day off— DCC Staff meets to 
review your case files 



Classroom Training 



Orientation 
2 hours 



"Assessment for 
Experienced Workers" 



Intake and Enrollment 

Certification 
1 for each participant 



Job Seeking Skill Workshop 
4 days 8:304:00 p.m. 
Monday-Thursday 



Assessment 
Then, an individual or group 
meeting with you will be 
scheduled this week 



On-the-Job Training 
(OJT) 



Explanation 



To expose you to general information 
and services this program can and 
cannot provide 

These tests will give our staff an idea 
of your interests and abilities 



This session verifies your eligibility 
and formally enrolls you into the 
program 



This workshop will expose you to the 
labor market. Tells you how to use 
resource material. Helps you to 
prepare for an interview. Helps you 
to develop a resume. 

Counselors and job developers will 
review your skills, interests and 
aptitude and schedule an individual 
or group session to meet with you to 
discuss your options 



Resource Center 
Direct placement into jobs 



■Program handout at orientation. " 

SOURCE- Jan* Kulik, et a! , Reemploying Displaced Workers- The Implementation of the Downriver Community Conference Economic Readjustment Program, report 
to U.S. Department of Labor. Employment and Training Administration (Carrbridge. MA: Abt Associates. Inc.. 1982). 



placed workers in the 9 months from July 1984 
through March 1985 (tables 6-2 and 6-3). 

Results reported by type of service must be 
judged with a good deal of caution. As dis- 
cussed previously, placement rates and entered 
employment rates are not the only measures 
of success, nor always the best. For the dem- 
onstration projects, most of the outcomes were 
recorded soon after classroom training had 
ended, so that reported placement rates for this 
service may be too low, In addition, the favora- 
ble effects of classroom vocational training on 
earnings should become more apparent over 
time— not necessarily in the first job after 
training. 

Conversely, reported placement rates lor OJT 
may overstate tne effectiveness of the service, 
because they are early reports; OJT contracts 

O 
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often require employers to retain the trainees 
for 30 days or more in order to receive pay- 
ment. In the case of the Labor Department 
data, all outcomes are reported for just 1 day 
after placement. Another important caution, 
in comparing results by type of service, is that 
many projects (like Downriver) send their most 
job-ready clients directly into the job maiket, 
reserving training for those who need more 
help. 

Keeping these caveats in mind, the results in- 
dicate that of the major types of service, job 
search assistance is least expensive; both OJT 
and classroom training cost considerably more 
per participant. Costs per placement for class- 
room training were far out of line in two dem- 
onstration projects, especially in Alameda 
County, where the project placement rates 
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Table 6-2.— Costs and Placement Rates by Type of Service, Demonstration Displaced Worker Projects, 1982-83 



Project site 

fcJ . , m . Lehigh Mid-Willamette 

Major type of service Alameda Buffalo Vai.qy valley Milwa ukee Yakima 

Piseamsnt rafs (ptrcsnt): ~ 

Job search assistance only 17.2 62.4 27.1 68 0 53* 80 8 

Job search assistance and 

on-the-job-training 32.4 75.8 47.5 NA 87.0 92 5 

Classroom training 16.5 57.1 38.9 477 _ 457 

Total 17.5 65.5 32.0 60.7 8.5 a 807 

Cost pw participant: 

Job search assistance with and 

without on-the-job training $1,132 $1,697 $ 333 $1,133 $ 128 a $1882 

Job search assistance only NA 8G1 407 1 133 73a 1387 

On-the-job training only NA 2,319 975 - 1 387 2481 

Classroom training with job ' 

search assistance 4,117 3,282 1,303 1,935 - 4 851 

Classroom training only NA 2,431 896 802 - 3 464 

TotaI $1,951 $1,975 $ 720 $2,349 $ 128 b $2^009 

Cost pw placement: 

Jcb search assistance and 

on-the-job training $ 6 ,389 $2,521 $1,716 $1,665 $1,503 $ 2,198 

Job search assistance only 6,234 1,363 1,499 1,665 1 384 1 716 

On-the-job training 11,219 4,181 2,829 - 1 678 4 181 

Classroom training 25,671 5,744 3,309 4,052 - 10 396 

All participants 11,306 3,014 2,256 2,349 1,503 2,504 

bJKl !' 2? ^P™*' 6 wlth th °?* f0 / other slte5 ' t^ause the only services offered in Milwaukee were Job development and onthe-iob-tralnlng ' 

"This figure is driven by the large number of workers In the placement pool (see footnote 9) w ^ 

NA- Not available. ' 
--Service was not provided. 

SOURCE- Waiter Corson etai , P^ess and Implementation issues in the Design and Conduct of Programs to Aid the Reemployment of Dislocated Workers- Findings 

SSS^h ?! n n'°?^ ^jker Demonstration Project (Princeton, NJ: Mathematlca Policy Research, inc . report to the U.S Department of Employ, 

mem ana i raining Administration, 1984). r * 



Table 6-3.— Entered Employment Rate and 
Reemployment Wage by Type of Service, 
Sample of JTPA Title III Projects, 
July-March 1985 



Entered Average hourly 
employment reemployment 
Major type of service rate a wage 

Classroom training b 65% $6.31 

On-the-job training 84 5^92 

Job search assistance 70 6.42 

Other services 0 62 5.8O 

Overall 7QQ/ 0 

frThe entered employment rate Is based on participants terminating from the 
project's services. 

b Classroom training includes basic education, vocational training, or a 
combination of the two, conducted In schools or training Institutions. 
c Other services Include vocational or personal counseling, assessment services, 
preemployrnent skills training, and support services such as transportation. 
SOURCE: u.S. Department of Labor, Employment and Training Administration, 
••Summary of JTLS Data for JTPA Title MA and III, Enrollments and 
Terminations During January-March 1985/' August 1985. 



were extremely low. In the other, Yakima, only 
15 out of 243 participants were enrolled in 
classroom training, probably too small a num- 
ber to yield meaningful results. The results of 
job search assistance, in terms of immediate 
placements and wages on the new job were 
good; for many displaced workers, this serv- 
ice appears to provide effective reemployment 
help at modest cost. OJT shows high placement 
rates but lower reemployment wages than the 
other major services. This may reflect a selec- 
tion factor (e.g., participants who are most job- 
ready get job search assistance and those who 
score well on aptitude and basic skills tests are 
selected for classroom training); or it may sim- 
ply mean that OJT is used more heavily in 
lower wage sections of the country. 
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The discussion that follows does not cover 
every element of program design in a detailed 
or comprehensive way; instead, it treats issues 
that are of most interest to policymakers at all 
levels of government. 

Getting Into the Program 

Outreach 

Often, displaced workers who could profit 
from reemployment and retraining programs 
never hear about them. Many adults with 
)' steady work histories are not accustomed to ap- 
l plying for government help (except for unem- 
f ployment insurance), and may not be aware it 
exists. The surest way to reach the eligible 
workers affected by plant closings or mass 
layoffs is to offer assistance at the plant site be- 
fore the layoffs begin. Other methods for reach- 
ing eligible workers include notices in the me- 
dia, letters to individual workers, and personal 
contact* For example, when the LTV Steel Co. 
acquired a closed-down Crucible steel plant in 
Midland, Pennsylvania, it offered reemploy- 
ment and retraining services to former Cruci- 
ble workers, many of whom had been out of 
work for 2 years or more. The outreach method 
the Midland project chose was to knock on 
doors. 

In times of prolonged economic distress, dis- 
placed worker projects may have no trouble 
reaching applicants. In fact they may be over- 
whelmed. In 1982, the Buffalo demonstration 
project was so swamped with applications that 
participants had to be chosen by lottery. Dela- 
ware hr.d the opposite problem when it opened 
its displaced worker program in 1984. Dis- 
placed workers were scattered, rather than 
concentrated in large plant closings, and it took 
time for workers to become aware of the serv- 
ices. The local Employment Service (ES) rarely 
referred unemployed workers to the program. 
Not until the displaced worker project staff 
made positive recruitment efforts (e.g., placing 
posters, application cards, and drop boxes in 
ES offices) did eligible workers discover the 
services available to them. Delaware'? De- 
partment of Labor has since established closer 
links between the ES and its displaced worker 
program. 

O 
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Orientation 

Workers are introduced to the project's ex- 
pectations at orientation. This is the time to 
make clear what the project can and cannot of- 
fer. No one can offer assurance of a new job 
with as good pay and benefits as the old one. 
A fortunate few workers, usually the highly 
skilled, will do as well or better, but most will 
have to start new jobs at a sacrifice, even after 
retraining. If this fact is not clearly understood 
to begin with, everyone suffers; participants are 
disappointed or bitter, project staff are frus- 
trated, and placement rates are low as work- 
ers wait for good jobs that do not materialize. 

It should also be clear from the start that not 
everyone needs or can benefit from training. 
Some of the most disappointing outcomes of 
recent displaced worker projects were those in 
which training was oversold, or where partici- 
pants were not tested and carefully matched 
with training opportunities. 

At the same time, the project must offer 
workers better prospects than they have on 
their own. Downriver emphasized the staff 
commitment to finding jobs that offer accept- 
able wages to participants, keeping loss of earn- 
ings to a minimum. The Ford Milpitas project, 
in the heart of California's high-tech Silicon 
Valley, emphasized opportunities for advance- 
ment with retraining. One co-director (manage- 
ment) said: 

We told them, you'll start at lower wages 
(than the $12 an hour Ford paid). Your ability 
to rise will be based on your own skills; it 
won't be collective, through the union. 

The other co-director (labor) said: 

Workers were hammered with the reality of 
facing options. You don't have to take train- 
ing if you want an assembler's job at $4.50 an 
hour. 

Screening 

Some displaced worker projects, like the one 
at Ford's Milpitas plant and the Midland proj- 
ect sponsored by LTV, try to serve every work- 
er who signs up. (In fact, the Midland project 
serves displaced workers' families as well as 
the workers themselves.) Others, like the dem- 
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Photo cmdit: UAWFord Employ— Doviopmont #nd Tnlning Program 

The UAW-Ford Employee Development and Training Program has established several centers that offer a range of testing, 
job placement, and training services to displaced workers. Here, laidoff workers are attending an orientation session 

at a Detroit center. 



onstration project at Yakima, Washington, 
screen applicants rigorously, saving their ef- 
forts for those considered most able or moti- 
vated to find jobs. Downriver and the projects 
modeled on it take an in-between position, 
weeding out applicants who do not attend the 
mandatory initial steps of the program. 

Rigorous selection of participants has some- 
times been criticized as creaming, that is, se- 
lecting for service the workers best prepared 
and most likely to get jobs on their own. The 
performance standard set forth in JTPA Title 
III— placement and retention in the job— might 
be thought to encourage creaming, but there 
is little evidence of this so far in JTPA-funded 
displaced worker projects, except for entry into 



some highly selective skills training courses. 
(See ch. 5 for further discussion of this issue.) 



Financial and Personal Counseling 

Many displaced workers benefit from coun- 
seling on their financial and personal situation 
as early as possible after losing their jobs. Peo- 
ple who have worked all their adult lives may 
have little idea how to cope with the emotional 
shock of losing a job or the financial adjust- 
ments they have to make. Typically, displaced 
workers are unaware of what community so- 
cial service programs have to offer, and are 
reluctant to ask for help. Counseling can ac- 
quaint workers with community resources that 
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they may need, and can help them make finan- 
cial plans to avoid losing their homes or other 
irreplaceable assets. 

Displaced worker projects do not commonly 
provide personal or financial counseling them- 
selves, but may refer clients to community 
agencies that do offer counseling. In a recent 
survey of 120 displaced workers at 10 sites in 
the northeast and midwest, the workers com- 
mented that not enough projects offer them 
help in contacting creditors, reorganizing their 
finances, and seeking financial aid to carry 
them through till they find a new job. 33 

Job Search Assistance 

Job search assistance is offered in two forms: 
1) job development and job matching, which 
are provided by the project staff; and 2) train- 
ing the individual worker to find his or her own 
job. Job development by the project is valuable 
because so much of the real ; ,b market is 
hidden; jobs are filled by word of mouth or 
network, not through newspaper ads, private 
employment agencies, or the public Employ- 
ment Sai vice. Training for workers in finding 
their own jobs is valuable because so many 
displaced workers do not know how or where 
to look. Often, displaced workers have had just 
one job in their lives, and they got it by showing 
up at the plant gate. 

Building Workers' Job Search Skills 

Job search workshops are intended to give 
people skills in finding their own jobs, an as- 
set that will last throughout their working lives. 
The aims of the workshops are to build confi- 
dence and motivation, as well as to teach prac- 
tical job-hunting skills. Typically, the workshop 
lasts 20 hours, over 4 or 5 days, with the first 
session often spent in "skills identification." 
This exercise, in which workers list all the tasks 
they have performed and skills they have de- 
veloped in their worklives, is intended to give 
people an emotional jump start, helping to raise 



S9 Ca\e Zahniser, William L. Ashley, and Lawrence W. Inks, 
Helping the Dislocated Worker: Employer and Employee Per- 
ceptions (Columbus, OH: The National Center for Research in 
Vocational Education, Ohio State University, 1985). 
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the low self-esteem that so many workers feel 
after being laid off. The rest of the workshop 
sessions are devoted to learning skills in re- 
sume writing, job interviewing, and locating 
potential employers. 

Following the workshop, most programs pro- 
vide a resource center for self-directed job 
search, outfitted with a telephone bank, tele- 
phone and business directories, newspaper 
classified advertising sections, and a bulletin 
board with listings of job openings from local 
government offices and the local Employment 
Service, and often from program participants 
who wish to share information they have un- 
covered. Resource centers work best when they 
are located on the same premises as the rest 
of the program, and when they have a full-time 
knowledgeable staff. 

Highly structured job clubs, often the subject 
of favorable publicity, did not work very well 
for the demonstration projects that tried them. 
They were expensive and usually not very 
popular. In the most rigid version of the job 
club approach, a group of a dozen people meet 
8 hours a day for 4 weeks, spending the first 
2 weeks in classroom preparation and the next 
2 intensively working the phones. Members of 
the club continuously cold call employers for 
job leads, relying on support from each other 
to keep going through discouragements. 

Downriver tried job clubs, found they dimin- 
ished the participants' initiative, and aban- 
doned the high-pressure system in favor of a 
lower key, self-directed job search, using the 
help of the resource center. One demonstration 
project, Lehigh Valley, also reported good re- 
sults with a more relaxed version of the job 
club. 

Job Development 

One of the most useful forms of assistance 
a displaced worker project can offer is to dis- 
cover job openings that are never publicly an- 
nounced. Plant-based projects, as the Canadian 
IAS experience demonstrates, are especially ef- 
fective in finding jobs in the hidden job mar- 
ket. In the United States, the sweep of area em- 
ployers performed by the Johnson & Johnson 
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team (see box 6A) was typical; the Dana Corp. 
team, the Ford Milpitas team, and a number 
of others have used similar techniques. 

Plant-based job development is especially 
helpful to unionized displaced workers look- 
ing for jobs in a non-union environment. Dis- 
like and fear of unions can be a powerful de- 
terrent to hiring. This was true in Plainfield, 
New Jersey, in 1961, when the Mack truck 
plant closed. It was true in Cortland, New 
York, in 1977, when the Brockway truck plant 
closed (indeed much of the town blamed the 
union for the closing); and it was true in Edg- 
erton, Wisconsin, in 1981, and in Chicago and 
San Jose in 1983. 34 The Johnson & Johnson 
team invited neighboring company managers 
to lunch to meet displaced workers "to show 
them," said the co-director of the team, "that 
our union folks are not ogres." 

Continuing displaced worker programs can 
also achieve good results in job development, 
especially when they earn the confidence of lo- 
cal employers in their ability to screen work- 
ers for job openings. Successful job developers 
keep in personal touch with local employers, 
selling their sen ices by offering to save em- 
ployers the trouble and expense of interview- 
ing numerous applicants. With the project do- 
ing the screening and referral, the employer 
need see only a few well-qualified people. 

Faced with a depressed job market (either cy- 
clic al or structural), some displaced worker 
projects have tried unconventional ways of 
finding jobs. Lehigh Valley, in the depths of the 
recession, hired advertising agencies to mar- 
ket the program to the business community. 
The staff believed that this marketing effort did 
elicit calls from employers. Several projects 
considered enlisting private employment agen- 
cies, but only Buffalo tried it. Unfortunately, 
it produced no jobs. Possibly, the agencies' in- 

"John W. Dorsey, 'The Mack Truck Case: A Study in Unem- 
ployment/' Studies in the Economics of Income Maintenance , 
Otto Eckstein (ed.) (Washington, DC: The Brookings Institution, 
1967); Robert Aronson and Robert McKersie, Economic Con- 
sequences of Plant Shutdowns in New York State (Ithaca, NY: 
Cornell University, New York State School of Industrial Rela- 
tions, 1980); and OTA interviews with directors of reemploy- 
ment programs of the Dana Corp., Johnson & Johnson, and the 
Ford Milpitas assembly plant. 



experience with blue-collar workers accounted 
for the lack of results. In 1982, when unemploy- 
ment in the Detroit area was above 18 percent, 
the Downriver project staff attempted to cre- 
ate jobs. They provided assistance to small and 
medium-sized plants in getting military con- 
tracts—the only new business available at the 
time. 

Job Matching 

This essential service can be provided in a 
number of effective ways, from simple hand- 
sorting of files to elaborate computerized sys- 
tems. For example, Downriver is experiment- 
ing with a highly automated keyword system, 
which breaks down job titles into relevant 
skills, codes participating workers' skills, and 
then matches workers with job openings on the 
basis of the skills match. While preparing to 
adopt the automated system, Downriver job de- 
velopers simply sorted clients' forms into 27 
occupational categories, and stored them in file 
folders. 

Some projects have found that modest home- 
made automated systems work quite well. The 
Ford Milpitas project, for example, began by 
entering every worker's test scores, interests, 
and background on the plant's large mainframe 
computer. When the plant closed and the main- 
frame was moved out, project staff found they 
could store enough information on a small 
personal computer to sort and pick out likely 
candidates for new jobs or training courses. 
Similarly, the Mid-Willamette demonstration 
project found a personal computer quite ade- 
quate for storing and sorting clients' files. 

On-the-Job Training 

In practice, on-the-job training is often an 
effective tool more for placement (and some- 
times for economic development) than for the 
acquisition of new transferable skills. The 
typical subsidy to employers for trainees is 50 
percent throughout the training period, which 
may last from 1 to 6 months. Often, OJT con- 
tracts require that the worker remain on the 
job for 30 to 90 days, with some of the payment 
contingent on retention; in some cases, how- 
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ever* there is simply an understanding that 
workers are to be kept on. 

High initial placement rates make OJT an 
attractive option to many service providers, 
and also to workers who want to get back on 
the job as soon as possible. In the JTPA Title 
IIA program, OJT is increasingly popular. 35 
Information is less complete for Title III. Most 
State programs report that OJT is included in 
their service mix; probably about one-fourth of 
clients use it. 30 Some projects do not offer it 
at all, 37 Possibly the reason is that the experi- 
enced adult workers served by Title III pro- 
grams can often be placed without an OJT 
subsidy. The subsidies seem to be most effec- 
tive in placing workers in small and medium- 
sized businesses. 



Vocational Skills Training 

For 25 years, many experts have prescribed 
training as the sovereign remedy for structural 
unemployment of displaced workers. With the 
computer revolution of the late 1970s, and the 
simultaneous increase in worker displacement, 
prescriptions for training became more insis- 
tent. The idea gained currency that if people 
were being displaced by robots, they had better 
learn to tend the robots. 

A few years of recent experience with dis- 
placed worker programs have made the point 
that the training idea, in this form, was over- 
simplified and oversold. Whatever part tech- 
nological advance may have in the displace- 
ment of workers (there are other factors of at 
least equal importance, as discussed elsewhere 
in this report), new jobs to replace those per- 
manently lost are not necessarily high technol- 
ogy and do not always involve retraining. 

Experience so far also teaches that a minor- 
ity of displaced workers— perhaps 20 to 30 

"Gary Walker, Hilary Feldstein, and Katharine JoW, An In- 
dependent Sector Assessment of the Job Training Partnership 
Act Phase II: Initial Implementation (New York: Grinker, Walker 
Associates, 1985), pp. 25*26. 

M See ch. 5 for details. 

"Robert F. Cook, et al, "Transition Year Implementation of 
the Job Training Partnership Act," a report prepared by Wt*Ua, 
for the U.S. Department of Labor, Employment and Training 
Administration, 1985, pp. 9*40 to 9*41. 



percent in well-run projects— are likely to 
choose and to benefit from vocational skills 
training. This is not, however, an inconsider- 
able number. While vocational training may at 
times have been overemphasized, it remains an 
essential part of the service mix for displaced 
workers. For many semiskilled blue-collar 
workers whose old jobs have permanently dis- 
appeared, training in new skills is the best 
chance to recapture the ability to command 
good wages. Displaced worker projects can 
open that opportunity to many people who 
would not find it on their own. 

Course Selection 

One of the most demanding tasks in setting 
up a skills training program is choosing the 
right courses—ones that teach skills that are in 
demand. As chapter 5 discusses in more detail, 
information about the occupations in demand 
in local labor markets is likely to be incomplete. 

In the six demonstration projects, despite 
attempts by the staff to choose training courses 
realistically, most graduates did not get jobs re- 
lated to their training. These projects were all 
short-term, lasting just 1 year, so there was no 
time for a survey of employers to discover what 
occupations were locally in demand. Typically, 
the project staff first tried to identify occupa- 
tions in demand by using State labor market 
information, which usually turned out to be 
insensitive to local job markets and somewhat 
out-of-date. By necessity, most of the projects 
then turned to information from the project's 
job developers, training providers, and Private 
Industry Councils, which represent local busi- 
ness. The fact that trainees in these projects 
graduated in the depths of the recession was 
no help. 

Downriver had time for a more systematic 
approach. The planning staff studied trade 
journals, reviewed economic forecasts from 
local universities, and analyzed labor market 
data collected by State agencies to identify local 
trends. Job developers checked the planners* 
results, interviewing local employers and query- 
ing trade associations. Downriver did not re- 
port specifically on training-related placements, 
although the overall record for placements 
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Training cours' 



Photo cwtttt: Downrivr Community Confwoc* 

displaced workers include a wide range of occupations, from repair of electronic equipment 
to landscaping. 



after classroom training appeared favorable in 
Phase One. (In Phase Two, nothing worked 
very well.) High-technology training, however, 
did not come off very well. Workers who took 
specially designed programs in numerical con- 
trol machine operation and electronics fared 
substantially worse in finding jobs than trainees 
in more traditional skills. One reason may have 
been that the high-technology courses were 
new and the trainers inexperienced. In addi- 
tion, however, Downriver program staff be- 
lieved they may have been ahead of the market 
in developing some of their classroom pro- 
grams. Demands for some skills grew more 
slowly than anticipated. 

In Buffalo, results of three out of four high- 
technology training courses were dismal. In 
courses on copy machine repair, microproc- 
essor/microcomputer repair, and digital tele- 
phone maintenance, placemen's related to 
training were below 20 percent. Training- 
related placements for medical word process- 
ing, on the other hand, were nearly 60 percent. 

Table 6-4 summarizes the subjects offered in 
class-size training (i.e., courses set up especially 
for the displaced workers) in the six demon- 
stration projects and Downriver's Phases One 

O 
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and Two. More than half the classes offered 
were in some kind of repair and maintenance, 
both traditional (e.g., truck engines) and high- 
technology (computers, microprocessors, ro- 
bots). Training in the high-technology area was 
prominent in all the projects. These skills were 
thought to be in demand, and also to offer the 
best chances for advancement. In addition, 
there was probably an element of fashion in 
the course selection. In the absence of any very 
certain knowledge about the labor market 
(especially while the economy was stalled in 
deep recession), planners tended to select 
something new. 

With more experience, projects are changing 
their course selections. Downriver has dropped 
its highly demanding robotics course, finding 
that the auto manufacturers are mostly training 
robotics technicians drawn from among their 
own active work forces, 38 Simpler, but still 



**In fact, much of the worker training involved in the use of 
new technologies may be occurring in the workplace, with ac- 
tive workers (not new hires) the trainees. The California Em- 
ployment Training Panel which helps the State's employers 
retrain active employees as well as supporting training projects 
for unemployed workers, reports that more than half the projects 
it funded in 1983 and 1984 involved some form of computer tech- 
nology. 
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Table 6-4.— Class Size Training Provided in Displaced Worker Projects* 



National Demonstration Projects, 1982-83 
^Uea^o^le* 

Air-conditioning/refrigeration services 

technician 
Automative technician 
Cable TV installer 
CAD/CAM drafting technician 
Certified welding 
Computer technician 
Digital technician 
Electronic technician 
Microwave technician 
Welding technician 
Word processing 

Buffalo: 

Computerized numerically controlled 

machines 
Copy repair technician 
Floor mechanic 

Heating, ventilation, air-conditioning 
repair 

Microprocessor/microcomputer 

technician 
Small engine repair 
Telephone repair 
Truck mechanic 
Word processing (medical) 



* Valley: 
Computer services 
Computer technician 
Computers and business systems 

marketing 
Floor covering 

M!d Willamette Valley: 

Computer-assisted drafting 
Computer operations 
Electronics technician 
Welding 

Southgate: 

Air-conditioning and refrigeration repair 

Automotive and diesel mechanics 

Cable TV installer 

Computer operations and service 

Dietetic technician 

Industrial computer maintenance 

Machining 

Motorcycle mechanic 
Yakima: 

Industrial computer maintenance 



Downriver Community 
Conference, 1980-62: 
Phase One (198031): 
Electronics 
Energy auditor 
Heating and cooling 
Machinist 
Numerical control 
Pipe welding 
Screw machine 

Phase Two (1981-82): 
Accountant 

Building operations management 

Computer/data processing 

Drafter detailed 

Electronic technician 

Industrial sales 

Machine tool 

Robotics 

Technical preparation 6 

Welding/welder-fitter 

Word processing management 



*'Ciass f lie training" It training In classes that art designed especially for participants In displaced worker projects. 
^Technical preparation" was a 4-week course In reading and math, to prepare workers for skills training courses. 

SOURCES: Mathematics Policy Research, Case Study of tha Alamada County and Southgata Dlslocatad Worker Damonstratlon Prolacts, Jack Wichita. Case Study 
of «*e Mllwaukaa Dlslocatad Work* Prognm, Case Study of Oparatlon Jobsaarch: The Lahlgh Vatlay Dlslocatad Workar Damonstratlon Prolact. and Case 
Study otProJactSA.V.B.: Tha Yakima, Washington Dlslocatad Workar Damonstratlon Program; LM. Wright. Jr., Case Study: Buffalo Workar Paamploymant 
C^tar, Buffalo, Naw York er. « <~sse Studr Mld-Wlllamatta VallayJob Assistant NatwSrk, Salam, Oregon (Princes. NJ: Mathematlca ^SS^SSaS. 
]£2 : M V c '* t J * n J tt ' #t *?!2? ttw «W*crtirf Workan A fleporf on toe Dlslocatad Workar Damonstratlon Program (Cambridge. MA: Abt Associates. 
1 983 , and Walter Corson et al., Procass and Implamantatlon Issuas In tha Daslgn and Conduct of Programs to Aid tha Raamploymant of Dlslocatad Workan: 
Findings Basad on tha Dlslocatad Workar Damonstr$tton Prolact (Princeton, NJ: Mathematlca Policy Research. 1964). 



exacting courses in repair of electronic devices 
(office computers, copiers, vending machines, 
radios and TVs) are being offered in a number 
of projects with good placement results. 

For example, the Delaware Technical Com- 
munity College offers an 18-week concentrated 
course in electronic repair that begins with 
basic electrical circuitry and proceeds to elec- 
tronics. In a graduating class of 15 displaced 
workers in 1984, all had jobs within a month 
at an average wage of $7.02 (the average wage 
on previous jobs was $10.33). Both large and 
small firms were hiring these graduates of a 
short, intensive course, at lower wages than 
they would pay a graduate of a 2-year associ- 
ate degree course, and then training them fur- 
ther on the job with possible pay advances in 
the future. One reason for the success of this 
course is that the director was careful not to 
train too many candidates at once. It would be 



easy to flood the receptive but limited local 
mtuket for these modestly trained technicians. 
Short courses in telecommunication installa- 
tion and repair are also working out well. With 
deregulation of the telephone system, there is 
a proliferation of small telecommunication 
firms, many of whom are willing to take on 
graduates of short courses at modest wages. 

Downriver, though it is now emphasizing 
high-technology training less than in its earlier 
days, continues to offer a 27-week training 
course in electronics and computer repair. 
Graduates generally make no more than $4.50 
to $6 an hour to start, but usually can work up 
to $8 or more within a year. 

Several projects in addition to Buffalo have 
found that training in high-technology clerical 
skills appears to pay off. For example, in 1983, 
when the San Francisco Blue Cross-Blue Shield 
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office decided to move 400 jobs (mostly claims 
processors) to low-cost, low-wage towns in 
California's central valley, a labor-management 
adjustment committee arranged several op- 
tions for training the laid-off workers. Thirty 
workers selected a 4-month course in word 
processing, offered by a private training con- 
tractor. All graduates were placed, at wages 
averaging $7.44 per hour, compared with $7.46 
to $9.55 per hour on the old jobs. 

The vocational training offered in JTPA Title 
III projects for displaced workers covers a very 
broad range of skills and occupations, some 
high-technology but many in quite traditional 
fields. State directors of Title III programs, 
surveyed in 1984-85, mentioned 50 or more 
kinds of training as examples of what their 
programs were offering. 39 As table 6-5 shows, 
the list ranges from landscaping and uphol- 
stering to data processing and computer repair. 

JTPA's statutory requirement of performance 
standards has led some projects to adopt a new 
mode of course selection. Project staff make 
the initial choice of courses, either together 
with the local Private Industry Council (PIC) 
or with the PIC's approval Then, the training 
contract is put out for bids, with the proviso 
that trainers themselves must meet perform- 
ance standards. In a sense, this transfers the 
performance requirement to the trainers. A 
typical contract may require that for the trainer 
to receive final payment, 75 percent of gradu- 
ates find full-time jobs, with all but 10 percent 
of the job training-related; that the starting 
wage be no lower than $4 to $5 per hour; and 
that trainees be retained on the job for at least 
30 days. 40 

About half the States (24 of 46 responding to 
the question in OTA's telephone survey) use 
performance-based contracts in their JTPA 
' Title III programs, and 11 use them predomi- 
nantly. Reliance on this kind of contract 
appears to be growing. In a sample of 40 



Table 6-5.-Examples of Vocational Training Offered 
in JTPA Title III Displaced Worker Projects, 1984-85 

Aircraft mechanical 

operations 
Airline attendant 
Air-conditioning and 

heating mechanic 
Asbestos handler 
Auto mechanic 
Bank teller 
Boat building 
Bookkeeper 
Cabinet maker 
Gable splicing 
Carpentry 
Casino worker 
Chemical operator 
Clerical and office work 
Computer repair, 

maintenance 
Construction 
Culinary arts 
Data processor 
Day-care worker 
Drafting 

Diesel mechanic 
Electronics 

Energy conservation work 
Fisherman 



Golf course mechanic 
Health and medicine 
Heavy equipment operator 
Hotel-motel manager 
Industrial maintenance 
Industrial sewing 
Institutional attendant 
Iron pourer 
Lab technician 
Landscaping 
Machine tool and die 
Machinist 

Mechanical, electrical 

engineer 
Office machine service 
Printing and publishing 
Real estate 
Retail trade 
Security guards 
Statistical process control 
Telephone technician 
Truck driving 
Tourism occupations 
Upholsterer 
Welding 

Xerox technician 



w See ch. 5 for further discussion of survey results. 

"Contracts requiring 100-percent riacements are r ■ .. The 
California Employment Training Panel requires them, but in 
practice allows some flexibility. If the 1 00-percent rule is rigidly 
enforced, trainers must include some leeway in their contract 
price. 



SOURCE: OTA telephone survey. 

Service Delivery Areas providing JTPA Title 
HA services to disadvantaged workers, 27 re- 
ported in late 1984 that they used performance- 
based contracts to ensure accountability of 
training institutions. Six of the twenty-seven 
said they had only recently adopted this kind 
of contracting. 41 

So far, it appears that performance-based 
contracting is an effective way to make sure 
that skills taught in training courses are in 
demand, and that the trainers do a good job of 
teaching the skills. It also reassures students 
of the worth of the program. It also has a pro- 
nounced effect on selection of students. Train- 
ers who do not get paid if they do not find jobs 
for their graduates have a powerful incentive 
to select students with care. Both common 
sense and experience teach that it is a great 
mistake to admit people to training if they lack 
the necessary basic educational skills or apti- 
tudes. Yet selection thai is too rigid amounts 
to creaming. Some projects try to guard against 
too-rigid selection criteria by requiring trainers 

4, Cook t et al., op. cit., p. 10-21. 
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to explain their reasons if they reject applicants 
who were approved for training by the project 
counselors. 

Selection of Trainees 

In most projects, selection criteria for people 
going into training are that they need ii (do not 
have marketable skills), can do the work (have 
passed the requisite tests), and will not have 
to drop out for lack of income support. Some 
well-financed projects do not impose the first 
requirement. The Ford Milpitas project, for 
example, encouraged everyone to take appro- 
priate education or training, whether English 
as a second language, remedial reading or 
mathematics, or a demanding 9-month course 
in mask design (computer-aided etching of cir- 
cuits on microchips, through the sequential use 
of stencil-like masks). 

Projects that drop the second requirement- 
testing for appropriate placement— do so at 
their peril. This does not mean that only a se- 
lect few can be admitted to training. Some 
projects that are committed to training have 
been able to devise an array of vocational train- 
ing courses— combined, where necessary with 
remedial courses in reading and math— that 
suit a broad range of skills and aptitudes. Nor 
does it mean that projects must immediately 
confront displaced workers with a battery of 
tests. Academic tests can be extremely intimi- 
dating to adult workers who are years away 
from classrooms. Projects that are successful 
in providing training first orient their clients 
to all aspects of the project, including an ex- 
planation of why testing is necessary for proper 
placement of workers who are interested in vo- 
cational skills training. 

An example of training with little attention 
to selection was the Southgate project in the 
Los Angeles area. Begun with the best of in- 
tentions, the project ended in stress, waste, and 
for many workers, bitter disappointment. 

The General Motors assembly plant in South- 
gate closed in March 1982, laying off 4,300 
hourly workers. A modest retraining and re- 
employment project, begun a few months after 
the closing, was greatly expanded in September 



1982, when General Motors, the United Auto 
Workers, and the State of California signed an 
agreement to underwrite the project. 

Training was a major element of the ex- 
panded project; 45 percent of the 1,682 partici- 
pants enrolled in the 28 classes offered. But it 
was hurriedly put together, in an attempt to 
complete training while workers still had un- 
employment insurance and Trade Adjustment 
Assistance (TAA) income maintenance. As a 
result, classes started with teachers unprepared 
and books and equipment missing; at least 10 
of the classes had to be extended. Most of the 
courses were technical, in fields in which 
employers require credentials such as work ex- 
perience or a certificate from a credible train- 
ing institution. Southgate 's program was not 
able to provide either. 

The demanding content and fast pace of 
many of the courses required substantial home- 
work and good basic skills in reading and 
mathematics. Unfortunately, most of the stu- 
dents, although hard working and highly moti- 
vated, were unprepared. They had not been 
screened for their basic educational skills; fur- 
thermore, trainers were eager to enroll students 
and were not very selective. 

In the end, SO percent of classroom trainees 
dropped out. Few of the trainees who stuck 
with it got jobs related to their training. Al- 
together, by September 30, 1983, the Southgate 
project had placed only 60 workers in jobs— 
3.6 percent of the participants. (Another 366, 
or 22 percent, were recalled to other GM 
plants.) This may not be a fair indication of the 
project's results, since it continued past that 
date. However, it had been in existence for 12 
months at the time the results were reported. 

In a project in Alameda County, California, 
serving mostly workers displaced from the GM 
assembly plant at Fremont, the dropout rate 
from training courses was even higher than 
Southgate's— 50 percent. Like Southgate, the 
Alameda County project was not selective in 
placing workers in training courses; die courses 
also were set up hurriedly, and trainers were 
not required to place graduates. 
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Alameda County's placement rate was 17.5 
percent with another 19 percent getting re- 
calls. Other factors probably contributed to the 
poor results: the GM workers had high supple- 
mentary unemployment benefits during the life 
of the project, and rumors persisted that the 
plant would reopen. In fact, GM and Toyota 
did eventually form a joint new venture (New 
United Motor Manufacturing, Inc., or NUMMI), 
which opened a refurbished assembly plant at 
the Fremont site in 1985. 

According to State of California records, the 
Southgate and Alameda County projects com- 
bined spent $8.3 million in the year November 
1982 through October 1983. 42 During that time, 
511 of 3,448 participants found new jobs; 
another 983 were recalled to other GM plants. 
The cost per placement in both projects com- 
bined (omitting recalls) was approximately 
$16,000. This compares with a range of $1,500 
to $3,000 per placement in five demonstration 
displaced worker projects operating at approx- 
imately the same time in other parts of the 
Nation. 43 

The Southgate and Alameda County experi- 
ences are sometimes cited as evidence that 
"training doesn't vtork" for displaced workers, 
especially semiskilled workers. This conclusion 
is not warranted. It can only be concluded that 
training was ineffective under the circumstances 
of those projects. One of the major circum- 
stances was failure to test and screen partici- 
pants adequately. 

Experience in the Ford Milpitas project points 
to some quite different lessons. This project 



"For data comparing the Alameda project with the five other 
demonstration projects, the period October 1982-September 1983 
is used. Sources are reports by Abt Associates and Mathemat- 
ics Policy Research. See table 1. A different source, records of 
the State of California cited below, provides details on costs of 
both the Alameda and Southgate projects; these records cover 
a slightly different time period (November 1982-October 1983), 
and show slightly different figures for participants and outcomes. 

"State of California. Health and Welfare Agency. Employment 
and Development Department. "General Motors/United Auto 
Workers/Stato of California Reemployment and Retraining Pro- 
gram. November 1, 1982-October 31, 1983.'* report prepared for 
Joint Legislative Budget Committee (Sacramento: 1984). See also 
Mathematica Policy Research, op. cit.; and lay Mathews, " Re- 
training '83— The Class in Room E221,'* The Washington Post. 
Nov. 6-9, 1983. 



was just as'committed to training as Southgate, 
but took pains to match workers with suitable 
training. Everyone who wanted training was 
tested. Those adequately prepared could go 
directly into skills training, but still had to be 
selected by trainers. Most of the training was 
under performance-based contract, and trainers 
could be highly selective. For example, when 
San Mateo Community College offered a course 
for microwave technicians, more than 100 
people applied for it; 25 were selected. The 
project staff later established another micro- 
wave technician class in a private technical 
institute. 

Table 6-6 summarizes the skills courses of- 
fered by the Ford Milpitas program. Not all the 
courses required a high level of basic educa- 
tion; for example, courses in landscape garden- 
ing did not. Some were high-technology (such 
as mask design and CAD-CAM drafting), but 
many were in more traditional areas. Silicon 
Valley has a great many small metalworking 
job shops doing work to order for high-technol- 
ogy firms; the shops were willing to hire entry- 
level machinists, trained in the project's 6- 
month course, at $6 per hour. With experience 
and further training, many of these machine 
tool operators could expect to work up to very 
good wages (the better paid machinists in Sili- 
con Valley make upwards of $18 per hour). 



Table 6-6.— Class Size Training Provided by the 
Ford/UAW Program at Milpitas, CA, 1983-84* 



Auto service technician 

Bus driver 

CAD drafting 

Computer repair 

Electronic technician 

Heating, air-conditioning, refrigeration 

Heavy equipment operator 

Landscaping 

Machinist 

Microwave technician 
Plant maintenance mechanic 
Semiconductor mask design 
Truck driver 
Welding 



*"Qats sl« training** Is training In classes that are designed especially for par* 
tlclpents In displaced worker projects. 

SOURCE: The Local UAWFord Employee Development end Training Committee, 
Milpitas, CA. 
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Participants in the project who did not get 
into skills courses at first had another chance. 
Of the 770 people who took part in the project's 
unique remedial education program, 341 later 
went into skills training. Altogether, 748 people, 
or 37 percent of all those who signed up to par- 
ticipate in the program activities, took voca- 
tional skills training courses. 

Although overall placement results of the 
training program are not all recorded, the drop- 
out rate for training courses was low— about 
8 percent, and most of those left to take * bs. 
Only about 2 percent were real dropouts * om 
the program. Project staff were satisfied that 
most trainees would be placed in training- 
related jobs. The only failure they knew about 
was a welding course; placements from it were 
low, possibly because of the recession. 

The Ford Milpitas project demonstrates how 
it is possible to be selective in assigning people 
to training courses without being overly exclu- 
sive. The extensive range of courses offered, 
and the excellent remedial courses for people 
who lacked basic skills, made it possible for 
workers who wanted training to get it. 

Design and Scheduling of Courses 

Many displaced woiker projects try to offer 
some skills training courses that are compressed 
into periods of less than 1 year. Displaced 
workers are adults, and most are responsible 
for earning a living for themselves and their 
families. Few have the luxury of more than the 
standard 6 months* eligibility for UI to spend 
in full-time training courses— less the time it 
takes for admission to a displaced worker proj- 
ect before training, and placement afterwards. 
It is for this reason that Downriver persuaded 
a local community college to compress its 2- 
year associate degree in electronics into 9 
months; that the standard training course for 
displaced workers in Illinois is 22 weeks; and 
that the Delaware Technical Community Col- 
lege has created an 18-week course in elec- 
tronics repair. 

The shortening of technical courses gener- 
ally means that the trainee cannot cover as 
much ground as a full-time student can in the 



usual 2-year course for an associate degree or 
a technical certificate. Displaced workers fin- 
ishing brief courses usually cannot command 
entry wages as high as young technicians 
armed with degree or certificate, but they can 
get back to work sooner. 

A common observation by the staff in sev- 
eral projects and in several training institutions 
is that displaced workers do better with their 
peers, in class-size courses designed specifi- 
cally for them, than in established classes with 
youths just out of high school. 44 The displaced 
workers tend to go at a slower pace, need more 
explanation and repetition, and appreciate the 
rapport with and support of their coworkers 
from years past. In addition, class-size courses 
designed for displaced workers may be more 
conveniently scheduled than academic courses. 
A number of community colleges, however, 
now offer training modules which individual 
students can enter once a month or even more 
often. 

In the Ford Milpitas project, which had 
much greater participation in training than 
most projects, workers definitely preferred 
class-size over regular courses. This was not 
a foregone conclusion. Community colleges 
abound in the San Jose area. Factory workers 
do not seem intimidated by them; often their 
sons and daughters go there. Tuition was not 
a problem; it was mostly free at that time in 
California and where there were fees, the proj- 
ect had money from the Ford/UAW fund to pay 
them. However, of the 1,997 workers who 
signed up for services, only 205— about 10 per- 
cent—chose established courses in educational 
or training institutions; 543 or 27 percent, 
chose class-size courses offered either by pri- 
vate trainers or local community colleges. 

Income Support 

JTPA programs discourage stipends for train- 
ees. Even though stipends are mentioned in the 
law as an allowable expenditure, they are 



♦♦Class-size courses are established for workers in displaced 
worker programs and are open only to them. They are usually 
designed for about 15 to 25 students; trainers generally require 
an agreed-on minimum enrollment before offering the courses. 
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Photo ctwditi 

Displaced workers in California are tearing to 
repair tractors. 



rarely provided in Title III programs. Adult 
displaced workers who desire training must 
find some other way of supporting themselves; 
indeed, in most projects one of the criteria for 
selecting displaced workers for training is that 
they have income to see them through* Other 
family members, or part-time jobs, may provide 
some of the necessary support. For the dis- 
placed workers who are eligible for it, UI is 
usually an essential part of the package* Few 
can count on more than the basic 26 weeks of 
UI. Extended benefits, providing an extra 13 
weeks, were in effect in 1985 only in Alaska, 
West Virginia, and Puerto Rico. Federal sup- 
plemental compensation, enacted during the 
recession, has been ended. Moreover, for the 
average worker, UI may provide less than a 
bare minimum income, considering that in 
1984 the average weekly benefit was $119. 

The Trade Adjustment Assistance (TAA) pro- 
gram provided income support for workers in 
approved training for up to 18 months, but was 
open only to workers certified as having lost 
their jobs because of foreign competition* TAA 
authorization lapsed in 1985, and may be re- 
vived (see ch* 5). A minority of workers are 
eligible for supplementary unemployment ben- 
efits (SUBs) under union contracts, but even 
those eligible sometimes do not collect. SUBs 
are paid only until funds set aside for them run 



out, which has happened in a number of in- 
stances when plant closings were preceded by 
long layoffs. 

It is not easy to set up worthwhile training 
courses that coincide with the 6 months that 
UI benefits last. Participants have to enter the 
displaced worker program early; assignments 
to training must be made expeditiously; courses 
often have to be truncated or compressed* 
Some projects, managing to do all this, were 
still beset by additional problems of keeping 
workers on the UI rolls, at hast in the early 
days of the Title III program. JTPA unequiv- 
ocally directs States to maintain UI benefits for 
displaced workers who take advantage of "train- 
ing opportunities" the States have identified; 
the Department of Labor has underscored this 
mandate with one of its few directives to States 
on JTPA. Most, if not all, States understand the 
plain meaning of the law and directive, which 
is that workers enrolled in a training course 
underwritten by JTPA funds do not have to be 
"available" for work b t are eligible to keep on 
receiving UI while in training* Still, in some 
cases, local ES offices misunderstood the di- 
rective and cut trainees off the UI rolls* 

When JTPA funds are not involved, the sit- 
uation is not so clear. In the 1970 amendments 
to the Federal Unemployment Tax Act, Con- 
gress directed States to maintain UI eligibility 
for workers attending training courses ap- 
proved by the State. Some States escape the 
requirement by not approving training courses 
that are paid for by non-JTPA money— private 
sources such as the 5-cents-an-hour funds that 
are set aside for training under GM and Ford/ 
UAW contracts, or possibly the workers* own 
funds. Other States, while they do not posi- 
tively deny UI benefits to workers in training, 
do not draw the workers' attention to the fact 
that they may be eligible. Of 44 State Title III 
program managers responding to OTA's tele- 
phone survey, 20 said their States allow UI 
eligibility for unemployed workers in full-time 
training not funded by JTPA, 17 gave a condi- 
tional answer, and 7 said their States do not 
allow it. 

Some States are reluctant to approve UI 
eligibility for workers in full-time training 
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because they believe they must be conservative 
in managing their UI funds. During the three 
recessions of the past 10 years, many States 
went heavily into debt to the Federal Govern- 
ment to keep their trust funds solvent. At the 
beginning of 1985, 21 States still owed $9.8 
billion in Federal loans (down from $13.2 bil- 
lion a year before). Congress has directed the 
States to repay their loans expeditiously. 

A bill (H.R. 1947) to encourage States to 
approve training for workers collecting UI ben- 
efits was introduced by Representative Kennelly 
and four cosponsors in the 99th Congress. The 
bill would allow UI payments made to work- 
ers in training to be credited against any in- 
terest a State owes the Federal Government for 
loans to their UI trust funds. The bill would 
also direct the Secretary of Labor to help States 
develop criteria for approval of training pro- 
grams open to people receiving UI benefits. 

Unlike many States, California has had a 
surplus in its unemployment trust fund for 
years. For a time, California workers enrolled 
in training courses were permitted to receive 
UI benefits for 52 weeks, so long as they were 
in approved training courses. Taking advan- 
tage of these extended UI benefits, plus SUBs, 
the ex-Ford Milpitas workers taking a tough 9- 
month class in mask design were able to stay 
the course. Twenty-two of the original 24 grad- 
uated. A bill in the 99th Congress (S. 395) would 
allow any State to extend unemployment in- 
surance for workers in training an extra 10 
weeks, at Federal expense. 

Prolonged income support can, however, 
also have perverse effects. A common obser- 
vation by project staff is that workers who are 
expecting recall, or are collecting generous 
SUB payments, are not likely to participate in 
displaced worker programs. Instead of using 
the time that income supports last for an in- 
tensive job search or retraining, some workers 
simply wait for something to turn up. Depend- 
ing on the jobs available, some workers have 
to make quite a financial sacrifice in going back 
to work. Consider, for example, the situation 
of a worker who formerly made $10 or $12 per 
hour, can now find nothing better than jobs 



paying $4 to $6 per hour, and is covered by UI 
and SUBs that replace (for a time) 90 percent 
of his old wage. 

Some collective bargaining contracts include 
a provision that makes it less costly for such 
a worker to start a new low-paying job. The 
Ford UAW contract, for example, allows work- 
ers to collect SUBs to make ip most of the 
difference between their old wages and the 
lower wages in new jobs, until their SUBs run 
out. This arrangement has the advantages of 
getting people back to work, giving them ex- 
perience in new jobs from which they can ad- 
vance, and allowing them time to recoup some 
of their earning power. Directors of the Ford 
Milpitas project urged workers to use this strat- 
egy, and they believed that it worked, since 
participation in training was so high. Similar 
in purpose is a suggested scheme for a new 
worker insurance system, to compensate work- 
ers for a part of the difference between wages 
on old jobs and lower wages on new ones. The 
compensation would last only for a fixed tran- 
sition period, and participation might be lim- 
ited to older, more experienced displaced 
workers. 45 

In the 99th Congress, a bill (H.R. 758) intro- 
duced by Representative Stark would allow 
various forms of extra income support from the 
UI system for workers in training. First, it 
would authorize States to pay partial UI bene- 
fits to part-time workers enrolled in approved 
training courses; this "short time" compensa- 
tion would be available only to workers in in- 
dustries with declining employment. If the 
worker in training were on the job half time, 
for example, he would be eligible for half his 
full weekly UI payment. The bill would also 
allow States to extend the amount and period 
of UI payments, for workers who elect to take 
approved training. In addition, it provides for 
supplemental payments from the UI fund to 
workers who take jobs at a lower wage than 
is required undei- the State's UI law. The pay- 
ments could amount to as much as 80 percent 



"Alice M. Rivlin (ed.), Economic Choices 1984 (Washington, 
DC: The Brookings Institution, 1984), p. 150. See ch. 2 for a dis- 
cussion of this and similar proposals. 
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of the total UI benefits the worker could collect 
if he were unemployed, and could last as long 
as 1 year. The aim of the last provision is to 
ease the transition from a higher paying job to 
one that pays less, but gets the worker back on 
the job and, possibly, in a position to recoup 
earning power. 

Another approach to income support for dis- 
placed workers in training was proposed by 
Malcolm Lovell, a former undersecretary of la- 
bor and guest scholar of the Brookings Insti- 
tution. 40 His proposal is, first, to define dis- 
placed workers as laid-off employees who have 
4 years of employment covered by a State UI 
system and is certified by their former employ- 
ers as being unlikely to return to work for that 
company in the next 6 months. Then, the cer- 
tified displaced worker would be offered a 
choice between proceeding independently to 
find a new job (in which case he or she would 
be eligible for regular UI benefits and other 
State or private assistance plans) and taking 
part in a new displaced worker program. The 
worker would have 4 weeks to decide between 
the two options. 

The new program would consist cf a re- 
quired sequence, in which the worker would 
first go through several months of job counsel- 
ing and job search assistance and training. If 
no suitable job were found during this period, 
the participant could then go on to education 
or training, with a voucher providing full tui- 
tion for short courses and partial tuition for 
longer ones. Some extended income support 
would be provided beyond regular UI; it would 
be paid from a special trust fund, supported 
by a 1-cent-an-hour tax on employers and em- 
ployees. Income assistance would be limited 
by the amount in the trust fund. 

An approach tied more closely to existing 
systems was proposed in a staff paper of the 
National Commission for Employment Policy. 47 



"Malcolm R. Lovell, Jr., M An Antidote for Protectionism," The 
Brookings Review, fall 1S84. 

"Stephen E. Baldwin and Ann Donohue, "Displaced Work- 
ers: New Options for a Changing Economy." paper presented 
at the Fifth Annual Research Conference, Association for Pub- 
lic Policy Analysis and Management. October 1983 (Washing- 
ton, DC* National Commission for Employment Policy, 1983). 
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It suggested that by the 13th week of covered 
unemployment all UI claimants should be 
interviewed, and those identified as displaced 
workers would enter a sequence of services 
structured to encourage reemployment. Work- 
ers determined to need training could enter 
training courses any time after the assessment, 
and would be eligible for 13 weeks of extended 
UI benefits for income support— even if the 
State's unemployment rate was not high enough 
to trigger the extended benefit program. 

The potential of government-provided finan- 
cial aid to students to help provide income 
support for displaced workers, or other adults 
who need to prepare for job or career changes, 
is discussed briefly in chapter 7. 

Availability of Jobs 

Some projects have observed greater inter- 
est in skills training during economic hard 
times than in prosperity. For example, in 
Downriver's Phase One (1980-81), 45 percent 
of participants entered training. In Phase Two, 
during the 1982-83 recession, 75 percent signed 
up for courses. Participants in the two phases 
differed little in age and education. With re- 
covery, in 1984, the proportion of Downriver 
clients taking skills training dropped to about 
30 percent. There may well have been other 
reasons for the changing service mix at Down- 
river, but anecdotal evidence from other proj- 
ects tends to confirm that, when no jobs are 
available, many workers are more inclined to 
consider training. 

What this suggests for Federal policy is that, 
in recession, displaced worker projects may en- 
counter an upsurge of requests for vocational 
skills training by clients. Since classroom train- 
ing tends to be more expensive than other serv- 
ices, higher funding would be needed to serve 
the same number of workers, assuming that re- 
quests for training were granted for all the 
workers able to benefit from it. It may well be 
in society's interest to grant such requests. Dis- 
placed workers who spend a period of unem- 
ployment learning new skills— or in remedy- 
ing basic skills deficiencies— rather than simply 
collecting UI benefits, may considerably im- 
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prove their chances of finding a satisfactory 
new job when the economy recovers. 

Remedial Education 

In Downriver's first two phases, 60 percent 
of participants had a high school or post-high 
school education; at the same time, 20 percent 
of the participants scored below sixth-grade 
level on standard reading and mathematics 
tests. Likewise, in the Alameda County pro- 
gram, most participants were high school grad- 
t uates, but their scores on a standard education 
r test were comparable to those of sixth- and 
seventh-grade students. At the Ford Milpitas 
plant, 11 percent of those tested were below 
sixth-grade level, and another 16 percent below 
eighth-grade level. 4 * Some of these test scores 
indicate rustiness; some people can gain con- 
siderably in tested ability in relatively brief 
brush-up courses. For others, the scores reflect 
a more fundamental lack of educational com- 
petencies. People who lack basic reading and 
mathematics skills are not just unprepared for 
skills training. They are often seriously handi- 
capped in finding new jobs; even filling out 
application forms can be a formidable task. 

The staff of many displaced worker projects 
recognize the needs of their clients for re- 
medial education. A few projects, notably the 
Milpitas project, have provided it very effec- 
tively. Another with a strong emphasis on re- 
medial education is the Midland, Pennsylvania 
project, operated jointly by LTV Steel and 
Local 1212 of the United Steelworkers of Amer- 
ica. Th<* Midland center sponsors special re- 
fresher classes, daytime and evening, open to 
community members as well as displaced work- 
ers and their families. Classes are held in the 
union hall, where all the other project activi- 
ties except vocational skills courses take place. 
In addition to an instructor who spends full 
time on the adult education program, teaching 
classes and offering individual help when 
needed, the center provides a self-paced audio- 
visual tutorial system. This unusual program, 

♦•See Kulik, et al., op. cit., 1984 for the Downriver project, and 
Mathematica Policy Research, op. cit., for the Alameda project; 
for Milpitas, data provided by Milpitas Adult Education depart- 
ment, Milpitas Unified School District. 



termed a refresher program by the project staff, 
has evoked an exceptional response. Of 590 dis- 
placed workers and family members participat- 
ing in the Midland project from October 1983 
through March 1985, 88 took adult education 
courses. In addition, 36 members of the com- 
munity took part. 

Both the Midland and Milpitas projects re- 
lied strongly on group support and esprit de 
corps in their successful adult education courses. 
These, plus skilled teaching, helped to over- 
come the reluctance— even shame— that many 
adults feel about admitting the need for help 
in basic skills. 

Not many displaced worker projects have 
been able to fill the need for remedial education 
as successfully. At Downriver, for example, 
staff members refer clients with low mathe- 
matics and reading scores to the adult educa- 
tion courses available in public school night 
courses. Some go, but many do not. In its early 
days, Downriver worked with community col- 
leges to add 4 weeks of technical prepar tion, 
(i.e., a refresher course in mathematics and 
reading) for clients entering skills training. 
Today, like a number of other projects, Down- 
river relies mostly on performance-based con- 
tracts. Contractors are not required to spend 
time on remedial education. Most do offer a 
few hours of brush-up in the basics at the be- 
ginning of a technical course, but workers se- 
lected for admission to these courses have 
already tested at the ninth- or tenth-grade level 
in mathematics. 

In Illinois, where most displaced worker 
projects are based in community colleges, vo- 
cational training courses are typically designed 
with 4 weeks of brush-up in technically ori- 
ented mathematics and reading at the begin- 
ning. Many project staff feel that 4 weeks is not 
enough, but this is all the State allows under 
its definition of training for JTPA purposes. 
Moreover, the vocational training courses are 
already compressed into 22 weeks; if any more 
time is spent on the basics, the vocational 
training suffers. 

Directors of State Title III programs surveyed 
by OTA in 1984-85 added evidence that reme- 
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dial education, thus far, plays a relatively small 
part in projects serving displaced workers. Al- 
though 28 of 47 States reported that remedial 
education gets some Title III funding (either 
as an independent course or as part of another 
course such as vocational training), the per- 
centage of workers receiving this service is 
small, and the share of funding going into the 
service is still smaller. 49 

Relocation Assistance 

Relocation has long appealed to policymakers 
as a way of assisting displaced workers. In fact, 
the option has not been used much so far in 
displaced worker programs. The reasons are 
several, but a leading one is that many work- 
ers tend to view moving away as the last re- 
sort. For middle-aged and older workers, the 
costs of moving can be particularly high: sell- 
ing one's home at a loss in a depressed market, 
uprooting families and abandoning community 
ties, embarking on an uncertain venture in an 
unfamiliar town where high prices may quickly 
wipe out whatever assets are left after the 
move. Even assuming things go well in the new 
location, older workers have relatively few 
working years ahead in which to make up the 
losses of moving with higher earnings. In re- 
cent years, with the increase in two-income 
families, the loss of a spouse's job is another 
deterrent to relocation. 

Blue-collar workers generally are more hesi- 
tant to move than managers or professional 
workers. Usually they do not have a job wait- 
ing at the other end, and most have little prac- 
tice in finding one. Because layoffs are such 
a common feature of semiskilled workers' lives, 
they are less inclined than professionals to give 
up the positive values of community and roots 
for the uncertainties of new jobs in distant 
places. Another important difference is that the 
individual qualities of workers applying for 
semiskilled blue-collar jobs are not likely to be 
so decisive as those of people applying for tech- 

"Forty-nine of fifty States replied to the survey, but not all of 
them answered all the questions. For some questions, especially 
on details of the various services provided, information was 
scanty. More detailed discussion of the results of the survey ap- 
pear in ch. 5. 



nical and professional positions; this makes 
relocation a more chancy proposition for semi- 
skilled workers. 

Downriver, for example, encouraged reloca- 
tion in its early days, but later came to regard 
it as a high-risk, low-payoff approach. Only 8 
percent of participants in Downriver's first two 
phases relocated, and one-fifth of those re- 
turned. Of the six demonstration projects in 
1982 and 1983, four offered relocation assis- 
tance. Only 51 workers, or 3.8 percent of place- 
ments in the four programs, moved to new 
areas. By far the highest proportion of work- 
ers opting for relocation— amounting to 11 per- 
cent of placements—were in Yakima and Mid- 
Willamette Valley, both small projects in the 
Pacific Northwest. Many of the projects' par- 
ticipants in these projects who moved went 
only as far as the nearest city (Salem or Port- 
land). Most were young, or were graduates of 
high-technology skills training courses, or were 
construction workers, accustomed to moving 
to find new work. It should be recalled, how- 
ever, that the demonstration projects took place 
during the recession, when workers probably 
had reason to doubt tliat they would find jobs 
if they moved. 

Under the most favorable circumstances— 
that is, transferring to a new job within the 
same company— a substantial number of dis- 
placed blue-collar workers may elect to move. 
The Armour Automation l ? und, in its pioneer- 
ing displaced worker program in the 1960s, ini- 
tially found that only 4 of 1,200 workers trans- 
ferred from plants closing in Birmingham and 
Fort Worth to other plants in distant cities. Re- 
sults were quite different, however, in the later 
closing of Armour's Sioux City, Iowa plant. 
The company offered its employees jobs at new 
plants only 50 to 200 miles away. Workers who 
transferred were able to take their seniority 
rights with them, and also were given the op- 
tion of going back home within 6 months with 
no loss of severance pay (so-called flow-back 
rights). Under these circumstances, 234 of 
1,150 displaced workers opted for the transfer 
and stuck with it. 50 A more recent example is 



w Shultz and Weber, op. cit. 
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that of the Brown & Williamson Tobacco Co., 
which set aside 350 noncraftsman and 45 
craftsman jobs in its new Macon, Georgia, 
plant for workers laid off in Louisville and 
Petersburg, Virginia, in the early 1980s. 51 

A number of large companies, such as Gen- 
eral Motors and Ford, help workers to relocate 
by offering preferential hiring, under their col- 
lective bargaining contracts with unions. This 
gives displaced workers first priority for jobs 
opening up in existing plants, but usually does 
not allow the workers to bring with them full 
seniority rights for layoffs and recalls. It does 
allow transfer of seniority for benefits such as 
pensions and SUBs. The lack of seniority in the 
new location is a major deterrent to many 
workers in weighing the costs of moving. How- 
ever, flow-back rights, which preserve sevei 
ance pay if the worker quits or loses the new 
job, may make the venture more attractive. Cir- 
cumstances differ, but if employees are given 
some financial assistance and assurances of 
seniority, as many as 20 percent may accept 
interplant transfer offers. 52 

In situations other than transfer, it may take 
exceptional effort to encourage a substantial 
portion of displaced workers to relocate. The 
effort can be worthwhile when the displaced 
workers live in isolated, shallow labor markets, 
where the prospects of new job opportunities 
are poor even with a prosperous national econ- 
omy. In some severely depressed areas, relo- 
cation may be the most promising alternative 
to prolonged poverty, and perhaps to welfare 
dependency. 

The Portsmouth, Ohio, displaced worker 
project, which started up in 1980 after the clo- 
sure of the Empire-Detroit Steel plant, was an 
outstanding example of effective relocation. 
The company, the union local (of the United 
Steelworkers of America), and Federal, State, 
and county agencies underwrote the effort. The 
cooperation of the State and local governments 

"U.S. Department of Labor, Labor-Management Services Ad- 
ministration, op. cit., pp. 37*41. 

"Marc Bendick, "Worker Mobility/' Managing Plant Closings 
and Occupational Readjustment: An Employees Guidebook 
Richard P. Swigart (ed.) (Washington, DC; National Center on 
Occupational Readjustment, 1984). 



was exceptional; more often, local government 
leaders want to rebuild their community, not 
send away stable, experienced workers. Ordi- 
narily, it is not a politically palatable choice to 
concede that workers will be better off in 
another State or community than the one that 
State and local government officials represent. 

About 1,000 workers were still employed at 
the Empire-Detroit plant when it closed. They 
received an unusual and innovative array of 
relocation services, from job development out 
of town and out of State to modest assistance 
with the costs of moving. The project looked 
nationwide for jobs, especially in the South and 
West; each response got a followup request for 
information on stability of employment, wage 
rates, local acceptance of workers from out 
of the area, and information about the com- 
munity. 

A unique feature of the project was group 
relocation. For the primary relocation site, 
Longview, Texas, the project staff arranged for 
group interviews through the local Employ- 
ment Service office, and hired a bus to take the 
workers to Texas. The group move that re- 
sulted had some drawbacks; if one worker be- 
came dissatisfied and went back to Ohio, others 
returned too. But most stayed, enjoying the 
advantage of comradeship and a transplanted 
community. By mid-1982, 2 years after the proj- 
ect began, about 200 workers and their fam- 
ilies had moved from the Portsmouth area, 
mostly to east Texas. 

Another successful experiment in the relo- 
cation of blue-collar workers was more exten- 
sive and longer lasting, but was not targeted 
to displaced workers. 53 For AVi years, from 
1976 to 1980, the U S. Department of Labor 
sponsored the Job Search and Relocation Assis- 
tance Pilot Project, to see whether various 
kinds of assistance encouraged unemployed 
workers to make worthwhile moves for jobs in 
new locations. Local Employment Service of- 



"Material on the relocation experiment is drawn mostly from 
John K. Herzog and Cilia J. Reesman, Job Search and Reloca- 
tion Assistance Pilot Project (JSRAh report prepared for the U.S. 
Department of Labor, Employment and Training Administra- 
tion (Rockville, MD: Westat, Inc., 1981). 
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fices in eight southeastern States took part in 
the experiment. After an initial phase in which 
eligibility was restricted to long-term unem- 
ployed, eligibility rules were relaxed so that the 
project was open to any unemployed or under- 
employed person registered with the ES office 
who could not find, or could not be expected 
to find, suitable employment within reasonable 
commuting distance from home. From begin- 
ning to end, 6,644 applicants were enrolled; 
1,858 (28 percent) relocated. 

Remarkably, relocation rates were highest for 
workers usually considered least likely to mi- 
grate. Of those with less than 12 years of edu- 
cation, 45 percent moved, compared with 16 
percent of the college-educated. Blue-collar 
workers such as nonfarm laborers, craft work- 
ers, and operatives had the highest relocation 
rates among occupational groups— 38 to 44 per- 
cent, compared to 13 to 16 percent for profes- 
sional, technical, and managerial workers. Al- 
though older workers relocated at lower rates 
than younger ones, their rates were still far 
higher than among workers in general. Experi- 
enced workers who relocated showed earnings 
gains of about $2,500 a year; their counterparts 
in a comparison group, who were not offered 
special assistance and did not relocate, suffered 
losses of about $1,000 a year. 

Workers eligible for relocation assistance in 
the experiment were applicants registered with 
their local ES office who could not find suit- 
able jobs within commuting distance of their 
homes. Different groups were offered special 
assistance at three different levels: 1) informa- 
tion about out-of-area jobs and long-distance 
telephone referral to prospective employers; 2) 
the same as Level One, plus up to $500 to cover 
the costs of traveling to a job interview, with 
no limit on the number of job search grants; 
and 3) the same as Level Two, plus a maximum 
of $2,000 cash assistance toward the costs of 
relocating to a new job in a new community. 

Overall, benefits to participants in the pilot 
project— i.e., increased earnings in the first 12 
months after relocation assistance, over and 
above what would have occurred without the 
assistance— were 2.3 to 3.3 times the total cost 
of the program. In addition, the tax payback 
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was extremely rapid. Federal taxes paid by par- 
ticipants on their additional first year earnings 
were estimated at 66 and 83 percent of total 
program costs. The whole cost to the taxpayers, 
according to the estimate, was paid back in 
about 18 months— and this does not take into 
account savings in income transfer programs, 
or in unemployment compensation. 

In most ES offices, Level Two was the most 
effer Ave service, delivering benefits to partici- 
pant that were at least 60 percent greater than 
the cost. But in two very high-volume low-cost 
offices, Level Three was the best performer, 
with benefits to participants of at least three 
times the cost of these quite generous services. 
Level One— information and telephone refer- 
ral only— was not effective. Although these 
services cost the least, they did not produce 
many placements. 

Results of this pilot project cannot be gener- 
alized in a simple way to the ES system as a 
whole, or to displaced worker projects. The 
relocation experiment operated in just one re- 
gion (the Southeast), which at that time had 
substantial immigration and centers of eco- 
nomic prosperity. Eighty percent of the relo- 
cations took place within the region, which 
tended to limit job search and relocation costs 
and to reduce culture shock for participants. 
Still, the pilot project achieved remarkable suc- 
cess in encouraging relocation among groups 
of workers who are usually reluctant to move, 
and did so at costs well below benefits, both 
to participants and, in a remarkably short time, 
to the taxpayers. 

One of the less satisfactory aspects of the re- 
location project was an attempt to use the Em- 
ployment Service's monthly summary of job 
orders throughout the Nation to find job open- 
ings out of the area. This did not work well. 
The sheer bulk of listings was overwhelming, 
and even with a special effort to update them 
weekly in the Southeastern region, many of the 
job orders were out of date, having been filled 
or canceled. As authorized by JTPA, the U.S. 
Department of Labor has improved the system 
of interstate job clearances in recent years. An 
Interstate Job Bank, located in Albany, New 
York, and beginning operations in July 1984, 
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is intended to serve workers considering relo- 
cation. 54 However, listings in the interstate 
bank are far from complete, being limited 
mostly to higher paying and hard-to-fill profes- 
sional and technical jobs; nor is the system fully 
automated. Listings may or may not be current, 
and they are available only in the ES offices 
that pay to get them. Currently, about 47,000 
job orders appear in the Interstate Job Bank per 
year. 

Displaced worker projects may be able to im- 
prove on out-of-area job information by estab- 
lishing good working relationships with ES 
offices elsewhere, as the Portsmouth, Ohio 
project did with the Longview, Texas ES of- 
fice. However, with 25-percent cuts in ES staff, 
the likelihood of special services by a distant 
ES office to displaced workers out of its own 
area has probably declined. As for more gen- 
eral information about employment opportu- 
nities, some States' ES systems have good 
detailed data about occupations currently in 
demand in local labor markets, but many do 
not. Workers considering relocation also need 
up-to-date information, which displaced work- 
er projects may be able to provide, on costs of 
living, housing availability, schools, amenities, 
and crime rates in other communities. 

Financial assistance for out-of-area job search 
and moving costs is allowed under JTPA Title 
III; but relocation assistance is expensive, and 
it has to compete with other program activi- 
ties. Sc far, it is playing a minor part in the mix 
of Title III services. In OTA's telephone sur- 
vey of State managers of Title III programs, 22 
provided information about relocation assis- 
tance. Thirteen reported that none of their 
clients received the service, and only three said 
that as many as 5 percent of clients received 
it, or that as much as 5 percent of program 
funds were spent on relocation assistance. 

Even in the States that emphasize relocation, 
financial assistance is modest. In Arizona, for 
example, where 60 percent of Ti*le III clients 
lost jobs in the deeply depressed mining indus- 



**See ch. 5 for a more complete description and evaluation of 
the Interstate Job Bank system and a discussion of local labor 
market information. 



try, relocation to such thriving areas as Phoe- 
nix and Tucson is a much-favored option; 15 
percent of participants are reported to receive 
relocation services. Program officials feel they 
cannot afford more than a $650-per-worker al- 
lowance for job search and relocation costs 
combined, even though they would like to en- 
courage more clients to consider this alter- 
native. 

The Trade Adjustment Assistance program 
provides much more explicitly for relocation 
assistance, and sets relatively generous levels 
for funding it— up to $800 for out-of-area job 
search and another $800 maximum for mov- 
ing expenses. These limits are less, however, 
than the Labor Department's relocation project 
in 1976 to 1980 allowed. In fact, assistance 
from public funds rarely covers the full costs 
of relocating. In the Portsmouth project, work- 
ers who relocated got $100 a week for up to 
4 weeks, plus a modest $100 for moving ex- 
penses. By contrast, Empire-Detroit Steel paid 
full relocation costs for employees (mostly 
managerial) who were transferred to new jobs 
within the company; the average payment was 
$25,000. 55 The costs of transporting people and 
household goods ar^only a small fraction of 
a relocation allowance this generous. The big 
financial costs involved in relocating from a 
depressed area are low sales prices for homes 
owned by the workers, and high mortgage rates 
for a new home, compared with low rates on 
old mortgages. Only where employees are ex- 
ceptionally valuable are companies willing to 
pay for all these costs of relocation. 

The Federal income tax law and regulations 
make substantial allowance for moving costs. 
Even taxpayers who do not itemize their de- 
ductions, but take the standard deduction, may 



M This cost seems to be fairly typical of payments for employer- 
paid moves. For example, costs were about $25,000 per worker 
when the American Electric Power Co. moved 800 employees 
from New York to Columbus, OH, in 1983. The Employee Relo- 
cation Council of Washington, DC, estimated the cost of relo- 
cation per worker at $26,000 to $30,000 in 1983. This estimate 
includes very generous benefits, such as compensation for the 
difference between the sales price and assessed value of the 
worker's home or interest-free loans for a down payment and 
compensation for higher mortgage rates in the new norm for 
a few years. 
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adjust their taxable income by subtracting costs 
of moving expenses when the move is related 
to a new job, or a change in job location. Mov- 
ing expenses can idclude travel for househunt- 
ing, temporary living expenses in the new loca- 
tion, and travel, meals and lodging during the 
move, as well as transportation costs for house- 
hold and personal goods. A deduction from 
taxable income is of course worth more to peo- 
ple in higher tax brackets than to workers of 
low or average income. Tax credits, applied 
against the tax bill itself, are a greater benefit 
to all taxpayers, but proportionately more to 
people in the lower brackets. 



For many workers, the financial and social 
losses in moving from a depressed area may 
be so high that even generous relocation al- 
lowances or tax deductions are not adequate 
recompense. For workers to undertake reloca- 
tion, they must be convinced that potential 
returns from the new jobs are worth more than 
attachment to the old communities. Most dis- 
placed workers, even in very stressed commu- 
nities, probably will not make that calculation. 
Given effective assistance, however, as many 
as 20 percent have done so, and that is a con- 
siderable number. 



PROPOSALS TO ASSIST INDIVIDUAL RETRAINING EFFORTS 



Some of the retraining proposals introduced 
in recent sessions of Congress could be of sig- 
nificant benefit to people who, on their own 
initiative, seek training for career changes; the 
extent to which they would help displaced 
workers faced with the necessity of finding a 
new job is less clear. An example is the idea 
of Individual Training Accounts (ITAs) as pro- 
posed in H.R. 26, introduced by Representa- 
tive Durbin with many cosponsors in the 99th 
Congress. S. 934, introduced in the Senate by 
Senator Hart and cosponsors, is similar. 

The ITA plan is to establish a semivoluntavy 
program of special accounts, to be used for 
training or relocation expenses for anyone who 
is unemployed through no fault of his own and 
is eligible for unemployment insurance, or 
whose employer certifies that he will be dis- 
charged permanently within 6 months. The ac- 
counts would be set up in State UI systems, and 
would be financed by matching tax-deductible 
contributions from workers and employers. 
Employees could choose whether to set up an 
ITA; employers who did not choose to contrib- 
ute would be subject to an extra tax. 55 The ITAs 



■•Under H.R. 26, employers with 25 or more employees would 
be required to contribute to ITAs, or be subject to a continua- 
tion of a $14-per*employee surcharge on their Federal Unem- 
ployment Tax, imposed in the 1970s to replenish one of the UI 
system's trust funds and due to expire about 1987. States would 
have to make authorization of ITA a part of their UI legislation 



would mount up to a modest limit ($4,000 in 
H.R. 26) but could continue to accumulate in- 
terest. Unemployed workers could tap their 
accounts for payment of tuition and fees to cer- 
tified training facilities, after getting job coun- 
seling in local ES offices. The accounts could 
be also used to defray a limited portion of relo- 
cation expenses. If the workers never used 
their accounts for training, they could collect 
what they contributed on retirement, and em- 
ployers could recover their shares. 

Proponents argue that an ITA system would 
provide an assured source of funding for the 
retraining of displaced workers in an economy 
undergoing rapid structural change, and would 
assign the financial responsibility to the three 
most interested parties— government, employ- 
ers, and workers. Critics contend that the sys- 
tem could cost the U.S. Treasury substantial 
amounts in lost revenue, with benefits going 
only to the workers actually displaced— who 
could amount to a much smaller number, or 
a different group of people, than those partici- 
pating. The risk of displacement differs among 
firms and industries, so that a generic approach 
may be inappropriate. 



to qualify for the employer tax credit against the Federal Un- 
employment Tax. Loss of the credit ($378 per employee as of 
Jan. l, 1985) would approximately triple the average employer's 
UI tax bill. 
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The ITA proposal is essentially a plan for 
financing adult education and training, on an 
individual basis, for involuntarily unemployed 
workers. It might supplement, but would not 
replace a comprehensive displaced worker pro- 
gram such as JTPA Title III, which offers an 
array of services for the majority who do not 
undertake retraining as well as for the minor- 
ity who do. Nor would it take the place of the 
training component in Tide III programs. For 
the workers most vulnerable to displacement- 
unskilled and semiskilled manufacturing work- 
ers—the most effective means for delivering 
training is probably a skillfully administered 
displaced worker project. The unmet need in 
training for displaced workers is not so much 
training expenses (tuition, fees, books and so 
on), which can be provided under JTPA, as in- 
come support during training. ITA proposals, 
as currently drawn, wculd not allow use of the 
accounts for income support. 

The people most likely to take advantage of 
ITAs are those who already are inclined to seek 
adult education and training on their own 
initiative— i.e., those who are more educated, 
more affluent, and more often in professional, 
managerial, and administrative jobs. (See ch. 
7 for a discussion of who participates in adult 
education.) For higher income people, favora- 
ble tax treatment of contingency savings ac- 
counts could be a useful way to encourage 
retraining. Tax deductions are worth less, how- 
ever, to lower income workers. In addition, 
inany low and middle income people may feel 
that they cannot afford to put money aside for 
a contingency that may never arise. In fact, low 
and middle income taxpayers hold much less 
than their proportionate share of tax-sheltered 
Individual Retirement Accounts (IRAs). As ta- 



ble 6-7 shows, half of the 96 million people who 
filed Federal income tax returns for 1983 re- 
ported $15,000 or less in adjusted gross income, 
but they accounted for less than 8 percent of 
all the money put into IRAs that year. Another 
20 percent of taxpayers reported adjusted gross 
incomes of $15,000 to $25,000; their contribu- 
tions to IRAs amounted to 15 percent of the 
total. 

Another aspect of the ITA plans as proposed 
is that they put most of the responsibility for 
choosing appropriate training on the individ- 
ual worker. Neither full-time project planners 
nor local PICs have found it easy to determine 
what skills are currently in demand, much less 
what will be in demand a few years hence. One 
experienced project director, in fact, opposes 
training vouchers that give displaced workers 
too much choice. "We can't leave clients to 
their own devices," says this director. "People 
tend to pick courses in a vacuum. We make no 
bones about helping them make better deci- 
sions." Whether overburdened ES offices could 
fulfill this counseling function adequately is 
questionable. Currently only a very small por- 
tion (7 percent in 1981, lower thereafter) of job- 
seekers coming to ES offices receive job or ca- 
reer counseling. 

Another proposal to cover training expenses 
(H.R. 759, Representative Stark) would allow 
workers eligible for unemployment insurance 
to take training or education allowances in lieu 
of UI payments. A bill to encourage readjust- 
ment of displaced workers in a different way 
(H.R. 1690, Representatives Wyden, Gephardt, 
and Schumer) proposed a demonstration pro- 
gram in 5 or 10 States, in which displaced 
workers could take a lump sum equivalent to 



Table 6-7.— Individual Retirement Accounts, by Size of Adjusted Grots Income, 1983 



Number of returns Individual Retirement Accounts 



Size of adjusted gross income (thousands) Percent Amount /thousands) Percent 



<$15,000 48,435 50.3 $ 2,492 7.7 

$15,000 to $24,999 19,032 20.4 4,960 15 3 

$25,000 to $49,999 22,939 23.8 15,692 48 5 

* $50,000 5,257 5.5 9,205 28.5 



Total 96,294 100.0 32,348 100.0 



SOURCE U.S Treasury Department. Internal Revenue Service. -Preliminary income and Tax Statistics for 1963 Individual Income Tax Returns." Statistics of in com* 
Bulletin, winter 1984-65, p. 28. 



Ch. 6— Design and Performance of Displaced Worker Projects • 267 



their maximum UI benefits to go into business 
for themselves. The amounts involved per 
worker would probably be modest. The aver- 
age weekly benefit for UI claimants in 1984 
was $119; at that rate, a lump sum payment for 
26 weeks would amount to $3,094. 

H.R. 1219, introduced by Representative 
Johnson and 45 cosponsors in the 99th Con- 
gress, would give favorable tax treatment to 
training accounts for displaced workers but, 
unlike the ITA plan, would require no contri- 
bution from employers. Instead, it would allow 
displaced workers to make early withdrawals 
from their IRAs with no back taxes or tax pen- 
alty, if the money were used for tuition, fees, 
book expenses, and the like in training pro- 
grams approved by the Secretary of Labor. 
Workers who used their IRAs for training ex- 
penses would have less from that source when 
they retire. There is a precedent for allowing 
early withdrawal from tax-deferred retirement 
funds for other purposes. Retirement funds set 
up under Section 401(k) of the tax code may 
be tapped for several purposes, including pay- 
ment of college tuition, purchase of a home, 
or payment of unreimbursed medical costs. 

Because it is based on the existing IRA sys- 
tem, the plan proposed in H.R. 1219 would not 
require any new system for collection of con- 
tributions, and would not remove additional 



revenue from Federal income taxes. Another 
part of H.R. 1219, however, would provide a 
25-percent tax credit to employers who spend 
more on training employees than their 5-year 
historical average. This tax credit, which could 
reduce Federal tax revenues, is patterned af- 
ter the existing research and development tax 
credit, and is intended to encourage employers 
to invest in upgrading the skills of their active 
workers on the job. (See ch. 2 for further dis- 
cussion of the proposal.) 

Under both H.R. 1219 and the ITA proposals, 
only workers who have lost their jobs (or re- 
ceived notice of layoff) would be eligible to 
withdraw funds from their training accounts. 
It may well be that these training voucher sys- 
tems would serve best to encourage lifetime 
education and retraining, rather than as a cri- 
sis response to the needs of displaced workers. 
To work most effectively for the purpose of 
encouraging worklife transitions, tax-exempt 
training accounts might be open to employed 
as well as unemployed workers. For people 
who are planning ahoad, foreseeing the neces- 
sity of training for a new job or career, setting 
up a fund to draw on later for tuition could be 
a major help— especially if they could use it 
whether or not they are employed, whichever 
is most feasible in their own circumstances. 
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Chapter 7 

Adult Education and Displaced Workers 



OVERVIEW AND FINDINGS 



The United States has an extensive adult edu- 
cation system that can help workers make tran- 
sitions to new jobs. Employed workers who are 
vulnerable to displacement can use this system 
to develop new skills for different jobs, either 
with their current employers or at another firm. 
The adult education system also can be useful 
to displaced workers and other unemployed 
people who seek retraining but are not able to 
participate in Title III projects or other special 
projects for the unemployed. 

The needs of displaced workers comprise 
only a small part of the demand for adult edu- 
cation and training, and the system itself is 
strongly oriented toward the needs of those 
who are already employed. 1 This chapter fo- 
cuses on basic skills education, vocational edu- 
cation, and other education services that are 
most likely to be useful to blue-collar and non- 
supervisory white-collar or service industry 
workers— the workers who are the most vul- 
nerable to displacement and have the greatest 
difficulty in finding good new jobs when they 
are displaced. The potential of instructional 
technologies (e.g., computers and interactive 
videodisk systems) in delivering adult educa- 
tion to these groups is addressed in some de- 
tail. The chapter also discusses the delivery sys- 
tem for adult education and training, barriers 
that reduce access to the system, and innova- 
tive approaches for overcoming these barriers. 2 
Another OTA assessment, Informational Tech- 



] No fully satisfactory distinction can be made between job- 
related "adult education" and "training." For this reason, the 
two terms are sometimes used interchangeably. In this chap- 
ter, "adult education" generally refers to courses taken at educa- 
tional institutions even when an employer pays for the course, 
while "training" generally refers to instructional activities at the 
workplace, or for courses that are called "training" by their 
sponsors. 

'Because the chapter focuses on educational options for 
displaced workers, it does not address the undergraduate and 
graduate school educational system in detail, even though some 
displaced workers may opt to take postsecondary academic edu- 
cation. Other education and training issues, such as the adequacy 
of the primary and secondary school systems, adequacy of the 



nology and Its Impact on American Education, 
addresses the broader role of instructional tech- 
nologies in the primary and secondary school 
systems, and hi American society in general. 9 

Principal findings of \ v his chapter are: 

Adult participation in part-time education 
has increased dramatically over the last three 
decades. According to U.S. Department of Edu- 
cation statistics, about 13.5 percent of the adult 
population were participants in 1984, compared 
to 7.6 percent in 1957, »ind 60 percent of the 
courses these adults took were job related. How- 
ever, people who are relatively affluent, well 
educated and employed account for most par- 
ticipation in adult education; those who are un- 
employed, less educated, and who have lower 
incomes are far less likely to participate. Also, 
people in management, administration, techni- 
cal or professional jobs are far more likely to 
be participants than blue-collar and nonsuper- 
visory white-collar and service industry work- 
ers who are more vulnerable to displacement. 

Although the current system best serves the 
needs of employed people in higher level jobs, 
educational services are offered in most urban 
and many rural communities that can help 
blue-collar and nonsupervisory white-collar or 
service industry workers obtain new skills so 
that they can function better in their current 
jobs or more easily find a new job if displaced. 
While some people take advantage of these op- 
portunities on their own initiative, workers are 
more likely to participate if they are given 
encouragement by management, labor, local 
educational institutions, and social services 
agencies. 

college and university system in preparing students for careers, 
possible shortages in scientific and engineering graduates from 
college and universities, and continuing education in the profes- 
sions also are not addressed in detail 

HJ.S. Congress, Office of Technology Assessment, Informa- 
tional Technology and Its Impact on American Education, OTA- 
CIT-187 (Washington, DC: U.S. Government Printing Office, No- 
vember 1982). 
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Employers play a crucial role in adult edu- 
cation, probably contributing more than half 
of all job-related education and formal train- 
ing to adults, either through in-house programs 
or arrangements with outside institutions. 
Adults participating in employer-provided 
courses tend to be well-educated, and in higher 
level managerial and administrative positions. 
While some firms conduct basic education pro- 
grams to improve basic skills among their 
workers, and a few have programs to retrain 
workers who would otherwise be displaced, 
most do not. 

Seme recent settlements between labor un- 
ions and management emphasize education 
and training issues. However, by no means all 
unions have such settlements, and union mem- 
bers now account for less than 20 percent of 
the labor force. Collective bargaining aside, 
many unions actively pursue training and edu- 
cation opportunities for their members through 
union-run programs. 

Demographic trends, particularly the aging 
of the labor force, will have significant impli- 
cations for adult education and training in the 
next two decades and beyond. Because of the 
aging of the baby boom generation, by the year 
2000 nearly half of the people in the work force 
will be middle-aged (35 to 54), compared to 
about 35 percent today. Older workers are tradi- 
tionally less likely than the young to seek adult 
education, and are also more resistant to relo- 
cation when displaced. 

Because the work force is aging and techno- 
logical change will continue to change many 
jobs, it is probable that more older workers 
than in the past will need to refresh or relearn 
basic education skills, and upgrade or learn 
new job skills. To avoid a possible mismatch 
between future training needs and services, 
employers, educators, and trainers may need 
to give more attention to older workers and 
other adults who are underserved by the edu- 
cation and training system. 

A key challenge for the adult education and 
training system will be to improve basic educa- 
tional skills in the labor force. A large number 
of adults lack adequate skills in reading, writ- 



ing, mathematics, and oral communication. 
These basic skills deficiencies, if not remedied, 
will continue to impede worker productivity 
and the competitiveness of U.S. business, as 
well as the ability of many people to get good 
jobs. 

Skill deficiencies in reading, writing and arith- 
metic are widespread among high school grad- 
uates as well as nongraduates, and often affect 
job performance. In addition, many employers 
find inadequate oral communication skills, 
poor work habits, and inappropriate attitudes 
toward work to be important problems. Many 
displaced workers have "eficiencies in basic 
skills, and require remedial education before 
they can enter occupational skill training. 

In order to identify the true extent of educa- 
tion deficiencies, adult proficiency levels in 
basic skills must be sampled systematically and 
periodically. For more than a decade, estimates 
of functional illiteracy in the United States gen- 
erally have been derived from a survey of adult 
performance levels conducted in 1974. This 
survey found that 2C percent of the adult pop- 
ulation, and 15 percent of those who are em- 
ployed r suffer from such serious deficiencies 
as to be "incompetent." A new national sur- 
vey of literacy levels among young adults is ex- 
pected to be completed in the spring of 1986. 
This one-time survey should provide improved 
understanding about the magnitude of the 
basic skills problem among young adults. 

Instructional technology can help adults 
learn quickly and well, and also can help over- 
come barriers to particpation in education and 
training. Television, computer-assisted instruc- 
tion (CAI), interactive videodisk systems and 
other educational technologies can improve ac- 
cess to adult education by overcoming geo- 
graphic and scheduling barriers that prevent 
many adults from attending classes* Instruc- 
tional technologies also can reduce the time 
needed for instruction, a crucial factor for 
many adults with family and job responsibili- 
ties that limit time available for education. 

While few systematic studies have been 
done, there is evidence that well-designed CAI 
projects that use good courseware (educational 
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software) can help adults learn faster and bet- 
ter than they typically do in conventional 
classes. In some controlled studies of adult 
basic education and technical training, C AI has 
been found to reduce instruction time by 25 
percent or more, compared to conventional 
classroom instruction. Also, the adults in these 
CAI classes did somewhat better on tests than 
the adults in the control groups. 

Several factors in addition to the computer 
have contributed to the success of CAI basic 
education projects. Some of these projects ben- 
efited from closer attention to project design, 
greater efforts to encourage participation, and 
more training of volunteers than is typical in 
most adult education classes. In CAI projects, 
the computer rarely stands alone. Rather, it is 
used in conjunction with classroom instruc- 
tion, or tutorial assistance from a teacher or 
trained volunteer. The quality of the human 
contribution has a substantial effect on the 
outcome. 

More evaluation of such projects ±s needed 
to determine how these success stories Cnn be 
replicated dependably by others. So far, few 
adult basic education projects use CAI, and 
most of the controlled studies of CAI in adult 
education are a decade or more old. Initial in- 
formation from more recent CAI projects sug- 
gests that many of these projects also have been 
successful; however, few formal or independ- 
ent evaluations of the projects exist, and con- 
sistent, comparable measurements of learning 
gains are not available. Many new courseware 
products are being introduced, but few of these 
were specifically developed for adults, and 
some are of questionable quality. Evaluations 
would help new users in applying CAI effec- 
tively and in determining which courseware 
products work best. 

Instructional technologies can make an im- 
portant contribution to vocational skills train- 
ing and retraining programs for adults, and to 
efforts by U.S. business firms to maintain and 
upgrade the skill level nf their work forces* The 
potential of instructional technology to reduce 
training time makes them especially attractive 
to industry* 



Applications for interactive videodisk sys- 
tems seem highly promising for a wide vari- 
ety of vocational skills training applications. 
Initial use of these systems has been in highly 
specialized training by the military or indus- 
try. Although few evaluations have been done 
outside of these specialized applications, the 
characteristics of this technology— its ability to 
engage the student, to present high-quality 
visual images, and to offer large flexibility in 
branching—are well suited for use in industrial 
skills training. Some vendors of industrial 
training products and services are beginning 
to offer generic skills lessons (e.g., for elec- 
tronics theory and repair) on interactive video- 
disk systems. Interactive videodisk systems 
also hold distinct promise for use in adult basic 
education, provided more work is done to de- 
velop courseware that makes full use of the ad- 
vantages presented by the medium. Course- 
ware also needs to be developed for the mature, 
adult student in the civilian population. 

The Federal Government can assist efforts to 
apply and adapt instructional technology to the 
needs of adults by sharing more of its own train- 
ing products and experience with the private 
sector and educational institutions. There is 
growing interest in improving the diffusion of 
federally sponsored training and educational 
technologies to the private sector and educa- 
tional institutions. 

Many instructional technologies were ini- 
tially funded by the Federal Government, espe- 
cially the military, which was instrumental in 
the early development of computer-based in- 
structional programs, interactive videodisk sys- 
tems, and various simulators and emulators 
used in training programs. Most of the special- 
ized skills training done by the military is in 
areas which have private sector counterparts, 
such as aircraft maintenance, electronics, and 
communications, and the military in some 
cases has used instructional technologies to 
teach these skills. The military is also a leader 
in developing new courseware for delivering 
basic skills education. 

The Federal Government also is a major 
source of funds for adult basic education pro- 
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grams, picking up one-third to one-half the 
costs of State and local remedial education 
projects. Also, due to changes made in the Fed- 
eral vocational education program in 1984, 
States must now set-aside part of their Federal 
vocational education grants to increase educa- 
tional opportunities for adults. The Federal 
cost-share for such projects can range from 50 
to 100 percent. 

While it is not a major source of funds for 
most other kinds of continuing education, the 
Federal Government does play a large indirect 
role. Federal student aid programs support 
some adult students, private employers' ex- 
penses for work force training and education 



car be deducted from Federal taxes as a nor- 
mal business expense in the tax code, and in- 
dividuals can also wriie off tuition expendi- 
tures for courses that are directly related to 
their current jobs. In addition, under a tax pro- 
vision that will not apply in the 1986 tax year 
unless extended by Congress, tuition and other 
educational assistance provided under a qual- 
ified company education program cannot be 
considered income to the employee for tax pur- 
poses. As an employer, the Federal Govern- 
ment—especially the military— also is the coun- 
try's largest provider of education and training 
to adult workers. 



CHANGING CONTEXT OF ADULT EDUCATION AND TRAINING 



A strong commitment to education has ex- 
isted in the United States since its founding. 
However, formal education has not always 
been viewed by employers as a key factor in 
hiring decisions for jiost jobs. In 1940, half the 
labor force had a ninth grade education or less. 
With the massive commitment to education fol- 
lowing World War II, the average number of 
years spent in school among U.S. citizens rose 
very rapidly. Today, roughly four-fifths of those 
in die labor force who are 25 to 64 years old 
have at least a high school diploma, and nearly 
one-fourth have 4 years of college or more. 4 
Those who did not graduate from high school 
are at a disadvantage in the labor market. 

There also has been a large increase in adults 
who continue their education after high school 
or college. Between 1957 and 1984, the propor- 
tion of adults taking part-time education grew 
from 7.6 to 13.5 percent of the adult popula- 
tion. These part-time students cited job-related 
reasons for 62 percent of the courses they took 
in 1984. 5 Some view this growth as evidence 



4 Burt S. Barnow, The Education, Training and Work Experi- 
ence of the Adults Labor Force From 1964 to 1995 (Washing- 
ton, DC: National Commission on Employment Policy, June 
1985), pp. 7-9. 

•Preliminary, unpublished data from the May 1984 survey of 
participation in adult education, as provided by the Office of 
Educational Research and Improvement (OERI, formerly the Na- 



that education is now a lifelong endeavor, help- 
ing workers adapt to changing job conditions, 
obtain promotions and make career changes 
at various stages of their working lives. Most 
of the adults who take advantage of education 
opportunities, however, are already well edu- 
cated, and are in professional, technical, and 
managerial jobs in which the value of educa- 
tion is clearly recognized. (See box 7 A.) 

Blue-collar and nonsupervisory white-collar 
or service industry workers are much less likely 
to participate in adult education. While some 
of these workers do take advantage of continu- 
ing education to help them change jobs or ad- 
vance within a company, education and train- 
ing often has limited relevance to their current 
jobs. Others may have had negative experi- 
ences with education in childhood, and do not 
see it as relevant to their adult lives. Some of 
these workers do not have broad, transferable 
skills that would help them change jobs within 
a firm, or secure another job if displaced, and 
some have serious educational deficiencies that 
prevent them from developing such skills. 



tional Center for Education Statistics), U.S. Department of Edu- 
cation. OERI, through the Census Bureau, surveys participants 
in adult education (defined as parMimo students over 17 years 
of age enrolled in an organized course of instruction) every 3 
years. 
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Box 7A.— Who Participate in Adult Education and Training?* 



About 23 million people over the age of 17, or 
13.5 percent of the adult population of die United 
Stages took part in adult education in 1984, study- 
ing part-time at a school, or taking another form 
of organized instruction (e.g., in-house training 
courses offered by employers). 7 Almost 20 mil- 
lion of these part-time students were in the la- 
bor force, and, of these, about 17 million were 
25 or older. Slightly over half these adults were 
under the age of 35. About 55 percent of adult 
education participants are now women, in con- 
trast to 15 years ago when they were outnum- 
bered by men (48 to 52 percent)* 

People in adult education tend to be more edu- 
cated, more affluent, and more likely to be 
professionals and managers than the population 
as a whole. About 37 percent of all professionals 
took adult education in 1984, as did 24 percent 
of all managers and administrators—a reflection 
of the widespread provision of management 
seminars and continuing education courses for 
people in such occupations. Technicians and 
people in related support services also had high 
participation rates (about 20 percent in 1084). 
Only about 10.4 percent of blue-collar workers 
took part in adult education. 

People with the most education are far more 
likely to take adult education than those with 
fewer years of school completed. One third of 
those with 5 years of college or more participated 
in adult education in 1984, compared to only 
about 2 percent of those with less than a ninth 
grade education. Participation rates also in- 
crease with income: only 6 percent of those with 
family incomes of less than $7,500 per year took 
part in adult education, compared to about 21 
percent of those with incomes over $50,000. 

Employed adults are far more likely to partici- 
pate than the uuemployed. Among those in the 
labor force taking adult education in May 1084, 
only 4.3 percent were unemployed. This com- 
pares to a national unemployment rate of 7.1 per- 
cent among thos? 17 and over at the time. Par- 



•Unless otherwise noted, til 1984 data in this box It preliminary 
unpublished data from the May 1064 survey of pcrtidpafera in adult 
education providad by the Office of Educational Research and Im- 
ptuvemtnt formerly the National Center for Education Statietica , 
through the U.S. Census Bureau. 

full-time studsnts are not counted in these estimates (unless they 
also took a part-time course in addition to their fuH-thno studies) 



ticipation rates among the unemployed have 
hardly changed since 1969, while employed peo- 
ple are now more likely to participate. Only 4.3 
percent of the unemployed took part in adult 
education in 1984, compared to about 18 percent 
of employed people. Several factors contribute 
to this difference, including the greater level of 
disposable income among employed persons, 
and the significant role employers play in the 
adult education system. For example, employers 
often pay for job-related courses taken by their 
employees, and some employers have education 
assistance programs that help employees pay for 
courses that are not job related. 

With some exceptions, the pattern of training 
and education provided by employers to their 
workers follows the general pattern of adult edu- 
cation. College graduates receive the most train- 
ing, whites get more training than blacks, and 
more training is for business and management 
than for technical or trade occupations.* In gen- 
eral, better educated workers receive a dispro- 
portionately large share of the training: workers 
who had less than a full high school education 
amounted to 23 percent of the labor force in 
1981, but made up only 5 percent of the trainees 
in that year. 9 

Employers provide most education and train- 
ing to workers in high skill and high status jobs. 
White-collar workers receive three-quarters of 
the formal training, though they are only half the 
labor force. Professional and technical workers 
get a share of training twice their share of the 
labor force. Among blue-collar, service, and 
farmworkers, only one occupational group— 
craftworkera— got a share of training roughly 
proportionate to its share of the labor force in 
1981. Women, who are less likely to be in profes- 
sional, technical and managerial positions than 
men, receive less training. 19 



•Rcbert Zemsky, Martin Msyerton, Michasi Tiernay, and Ivir Berg. 
Training's Baochmarks: A Statistical Skatch of Bmptoyr-Providod 
Training and Education igg+Ml (report submittsd to the National 
Institute of Education In partial fulfillment of Contract No. 40041* 
0025, by th* Higher Education Finance Research Institute of the 
University of Pennsylvania. Philadelphia, June, 1003), p. g. 

•Anthony Camevak and Harold Goldstein. Employ— Training: to 
Changing Rohandan Analysis ofNaw Data (Washington. DC* Amer- 
ican Society for Training and Development. 1963). p. 55. 

"Ibid. p. 53. 
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Implications of Demographic Change for Aduit 
Education and Training 

Demographic trends will significantly affect 
adult education and training requirements over 
the next 15 years. The adult education system 
will need to focus more attention on people in 
the mid and late stages of their careers, as the 
baby boom generation (people born between 
1946 and 1964) move into midcareers in large 
numbers. As is discussed in chapter 4, most 
of those in the baby boom have already entered 
the labor force. 

Because baby boom workers greatly outnum- 
ber those born after them, an estimated three- 
fourths of the people who will comprise the la- 
bor force of the year 2000 are already in it. The 
labor force will also become much older than 
it is today. According to one analysis, middle- 
aged workers (those 35 to 54 years old) will 
make up nearly half the labor force at the turn 
of the century, compared to 35 percent in 
1982." Younger workers (those between 18 and 
34) will decline from 48 percent of the labor 
force, to 37 percent in the year 2000. Since the 
number of middle-aged workers is growing as 
a proportion of the work force, human resource 
development programs will need to focus in- 
creasingly on this group. 

It is also expected that women, who have 
traditionally received less training then men, 
will continue to increase their labor force par- 
ticipation rate, although perhaps more slowly 
than in the past two decades. In the year 2000, 
according to the cbove analysis, women will 
comprise 48 percent of the labor force, com- 
pared to 44 percent in 1982. Even though the 
number of workers under 35 will decline, cur- 
rent projections suggest that young women, 
many of them black, will comprise a glowing 
proportion of this age group. 

Workers who are 55 and older are not ex- 
pected to increase as a proportion of the work 
force in the year 2000, even though people in 
this age group will increase in the population 



"As discussed in Malcolm H. Morrision, "The Aging of the 
U.S. Population: Human Resource Implications," Monthly La* 
bor Review, May 1983, pp. 13-19. 



as a whole. However, this assumes that the cur- 
rent trend toward earlier retirement will con- 
tinue without important changes in national 
retirement policies. Beyond the year 2000, 
older workers will make up a growing propor- 
tion of the work force, as increasing numbers 
of people born between 1946 and 1964 reach 
the age of 55. 

Education and the Ability to Gain Employment 

Since 1940, the median time spent in formal 
education among U.S. adults has increased 
from 8.4 to 12.6 years of school. Among young 
adults (those between 25 and 29) the increase 
in time spent in school is especially striking. 
In 1940, six out of ten workers in this age group 
had not graduated from high school, and only 
6 percent had a college education or more. In 
1984, all but 14 percent in this age group were 
high school graduates, and one in five had 
graduated from college. 12 Although the in- 
crease in the proportion of recent high school 
graduates entering college appears to be taper- 
ing off, the average number of school years of 
people in the labor force will c~n*?nue to in- 
crease as workers born before World War II 
retire or die. 

The increase in number of years of school 
has occurred in all major occupational areas, 
and therefore cannot be attributed simply to 
rapid growth in professional, technical and 
clerical jobs. About two-thirds of the male blue- 
collar workers who were employed in 1982 had 
completed at least 4 years of high school, and 
many have spent some time in college. About 
56 percent of the employed male laborers were 
high school graduates in 1982, compared to 27 
percent in 1970. 

It is difficult to generalize about how much 
of this increase in length of time spent in for- 
mal education is actually needed in the per- 
formance of jobs. In many instances, job re- 
quirements have become more sophisticated, 



"All figures cited in this paragraph are taken from Dave M. 
O Neil and Peter Sepielli, Education in the United States: 1940- 
1983, U.S. Department of Commerce Bureau of the Census CDS- 
85-1 (Washington, DC: U.S. Government Printing Office, 1985) 
pp. 45-49. 
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so that workers with more education are needed. 
In other cases, employers may reject job appli- 
cants who have not graduated from high school 
because of an assumption that high school 
graduates may be more productive and capa- 
ble than those with fewer years of schooling. 
(See ch. 8 for discussion of the effects of tech- 
nology on the nature of jobs.) 

Using education to "screen" job applicants 
is largely a post World War II phenomenon, 
when education began to be seen as a work 
prerequisite not only for professional and 
white-collar jobs but also for many apprentice- 
ship programs, and skilled or semiskilled fac- 
tory jobs. Even for laborers, some employers 
hire only high school graduates among job ap- 
plicants. While such policies obviously make 
it more difficult for the less educated to find 
jobs, they are not totally arbitrary. Deficiencies 
in basic education, poor oral communication 
skills, and inappropriate work attitudes are a 
major problem for U.S. businesses. The prob- 
lem extends to many who have graduated from 
high school and even college, but tends to be 
greatest among those with fewer years of for- 
mal schooling. 

Education and Income 

Strong correlations ha\e been drawn be- 
tween work force participation rates, employ- 
ment levels, and number of years at school. The 
labor force participation rate for those who 
have not completed junior high school is less 
than 40 percent, compared to 68 percent for 
those with a high school diploma, and 77 per- 
cent for college graduates. 13 In March 1984, 
according to the U.S. Department of Labor, the 
unemployment rate among college graduates 
stood at just 2,7 percent, compared with 7.2 
percent for high school graduates and 11.6 per- 
cent for those with 8 years or less of school- 
ing. The unemployment rate among high school 
dropouts was even higher, 12.4 percent. One 
reason for ihis strong correlation is that work- 
ers with less education are also more likely to 

"As cited in Sar A. Levitan, Garth L. Mangum, and Ray Mar- 
shall, Humai Resources and Labor Markets: Employment and 
Training in the American Economy (New York: Harper & Row, 
1981), table 3-3, p. 30. 



be in occupations that are subject to high un- 
employment. 

Many studies have found years of school to 
be strongly correlated with lifetime earnings 
and with upward occupational mobility. These 
correlations were especially strong during the 
1950s and early 1960s. During the 1970s, most 
estimates of rates of return from investment in 
education declined from their high point in the 
mid-1960s. 14 The income gap between college 
graduates and high school graduates without 
college diplomas narrowed, possibly reflecting 
the large number of baby boom people enter- 
ing the job market. This situation may have 
been temporary in nature: very recent data 
(covering the period 1979-83) show the median 
income or male college graduates once again 
increasing relative to the income of high school 
graduates, at ieasl among males who were 25 
to 34 years old. 15 Attempts to disaggregate esti- 
mates of economic returns from education sug- 
gest that most of the economic benfits from 
education are concentrated in about 40 percent 
of the work force; for other workers, more 
years of school does not provide an especially 
favorable rate of return strictly as an investment. 

Nonetheless, for many displaced workers, 
education and retraining can be the most prom- 
ising avenue for finding jobs that offer long- 
term opportunities for advancement. As is dis- 
cussed in chapter 6, a sizable minority of peo- 
ple in well-run displaced worker projects— per- 
haps 20 to 35 percent— are interested in and 
have the background for vocational skills re- 
training. Many other displaced workers have 
basic educational deficiencies which, if not 
overcome, could make it more difficult for 
them to successfully complete a retraining 
course to obtain new skills, conduct a compe- 
tent job search, and compete with younger, 
often more educated applicants for a position. 
Those who receive remedial education, career 
guidance, and vocational or occupational train- 
ing should have greater likelihood of success 
in seeking new jobs. 



"Ibid., p. 134. 

,8 0'Neil and Sepiolli, op. cit., p. 40. 
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Estimates of Basic Skills Deficiencies 
Among Adults 

Although the median education level in the 
labor force now exceeds 12 years, a large num- 
ber of Americans— including many high school 
graduates— lack the basic skills, and general 
knowledge that a high school education tradi- 
tionally has been supposed to confer. Some 
adults can only read and write at a rudimen- 
tary level; others lack skills or ability in abstract 
reasoning, computation, and oral communica- 
tions, or do not possess interpersonal skills and 
positive work habits that are valued by em- 
ployers. Often, people who have very serious 
deficiencies in basic skills are referred to as 
functionally illiterate. 

Functional literacy is a very difficult concept 
to define and measure. By the strictest defini- 
tion of literacy— minimal ability to read and 
write in any language— less than 1 percent of 
the U.S. population say they are illiterate when 
surveyed by the Census Bureau. Functional 
concepts of literacy or numeracy make as- 
sumptions about how proficient people need 
to be in reading, writing, and arithmetic to 
function in society (e.g., ability to read at the 
ninth-grade level). Competency tests attempt 
to identify the particular skills adults need to 
perform adequately in society, and then meas- 
ure the ability of adults to apply these skills in 
everyday situations. 

Most national estimates about the number of 
adults with basic skills deficiencies are based 
on a survey of 7,500 adults that was conducted 
in 1973 and 1974, called the adult performance 
level (APL) survey. APL concluded that about 
one-fifth of U.S. adults were "functionally in- 
competent" in terms of basic survival skills- 
such as matching personal characteristics with 
job requirements stated in help-wanted ads, or 
correctly filling out a check, 18 A higher propor- 
tion of the unemployed, 35 percent, fell into 
this category. Among the employed, unskilled 
and semiskilled workers had the lowest per- 
formance levels. The study also found that 



"Results of this survey are provided in: Final Report: The Adult 
Performance Level Study (Austin, TX: The University of Texas 
Division of Extension, August 1977). 



another 30 percent of Americans were only 
"marginally competent"— leaving the impres- 
sion that only half of the adult population func- 
tioned competently. 17 

Although the APL study did not measure 
adult literacy levels, the 20 percent estimate has 
come into widespread use as a proxy for adult 
functional illiteracy. 18 The U.S. Department of 
Education, applying the APL findings to the 
1982 U.S. population, estimated that 27 million 
adults are functionally illiterate today, and that 
an additional 47 million adults do not function 
proficiently. These two groups together— a to- 
tal of 74 million people -have been referred to 
as the "pool of Americans in need of basic edu- 
cation." 19 Unfortunately, the APL survey does 
not help in identifying the levels of basic edu- 
cation that would be required to meet this 
need— i.e., it does not provide a basis for dis- 
tinguishing among those that may simply need 
several brush-up courses and those who need 
basic education from the ground up. Moreover, 
virtually all aspects of the APL survey, from 
its guiding philosophy and methodology to its 
interpretation of the meaning of test results and 
documentation of test quality, have received 
unfavorable criticisms from educational re- 
searchers over the years. 20 The APL survey, 
now more than a decade old, continues to be 
used because nothing better or more recent is 
yet available. 

A national assessment of young adult func- 
tional literacy levels (focusing only on adults 
in the 21- to 25-year-old age range) is being con- 
ducted for the National Assessment of Educa- 
tional Progress (NAEP) by the Educational 
Testing Service. The purpose of the effort is 
to collect data about the nature of the literacy 



"Ibid., p. 41. 

^ee Irwin Kirsch and John Guthrie, "The Concept and Meas- 
urement of Functional Literacy," Reading Research Quarterly, 
No. 4, 1977-1978, pp. 486-507, for a discussion of different con- 
cepts of functional literacy. 

"Paul Delker, "Defining Functional Illiteracy," Functional 
Literacy and the Workplace {Washington, DC: American Council 
of Life Insurance, 1983), p. 33. 

"For a review of these criticisms, see Walt Haney and Lloyd 
David, "Tie APL Study: Science, Dissemination and the Nature 
of Adult Education," APL Revisited: Its Uses and Adaptation 
in States (Washington, DC: U.S. Government Printing Office, 
1980). pp. 53-79. 
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problem, and its extent among young adults. 
Results from this one time survey are expected 
in April 1986." 

The NAEP assessment, hopefully, will ap- 
preciably improve the state of knowledge about 
literacy problems among young adults. About 
40,000 households across the Nation are being 
screened to find between 3,600 and 5,000 
young adults and several hundred 17 year olds 
who will participate in a 90-minute literacy ex- 
ercise. According to the study plan, partici- 
pants who are able to complete some basic 
reading and writings tasks (e.g., reading a sim- 
ple passage aloud) will be given a more com- 
plex series of tasks to perform. People who are 
unable to complete the basic tasks, and a ran- 
dom sample from those who can, will be given 
an oral language interview. One purpose of the 
interview will be to determine how well these 
people use spoken English. Another purpose 
will be to determine how familiar these peo- 
ple are with different forms of written materi- 
als. For example, each person will be asked to 
identify such common materials as job appli- 
cations, classified ads in a newspaper, and bus 
schedules. The participants will be asked 
whether they know what the article is used for, 
whether they actually need to use this type of 
information, and whether they seek assistance 
in using it. 

The NAEP study also may help to give a 
clearer picture of the characteristics of young 
adults who have literacy problems. All of the 
survey participants will be questioned about 
their background and attitudes in order to col- 
lect data about how literacy skills vary by sex, 
race, family history, educational background, 
work demands, and so forth. This information 
may be useful in designing remedial education 
programs that take into account the very differ- 
ent motivations and life situations of people 
who lack basic skills. Several different groups 
of people with literacy problems have been 
identified in previous studies: 22 



"For a description of the survey, see National Assessment of 
Educational Progress, "NAEP Profiles of Literacy: An Assess- 
ment of Young Adults (Development Plan)," Princeton, NT, April 
1985. 

"See, for example, Carman St. John Hunter and David Har- 
man, Adult Illiteracy in the United States: A Report to the Ford 
Foundation (New York: McGraw-Hill, 1979). 
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• Motivated adults who need little prompt* 
ing to take advantage of remedial educa- 
tion! and whose personal situation makes 
it possible for them to commit the time and 
resources to education when they have 
access to it. These adults constitute most 
of the students in adult basic education 
classes, and they are often very success- 
ful in achieving the goals they set for them- 
selves. 

• Motivated adults who would be likely to 
take advantage of adult education if they 
could find the time or resources to partici- 
pate. Some special assistance (e.g., time off 
from work, child care assistance, or trans- 
portation) may be needed to make it pos- 
sible for these adults to participate in edu- 
cation. 

• Adults who value education, but are un- 
likely to participate in education unless 
major changes occur in their life situations. 
These adults have fundamental problems 
(e.g., chronic unemployment, poverty, or 
poor health) that consume most of their 
time and resources. Unless they are con- 
vinced that education can help them man- 
age these problems, they are unlikely to 
participate. 

• Adults who do not value education, or who 
find it irrelevant to their lives. These peo- 
ple are unlikely to participate unless a 
basic change occurs in their attitude about 
education, or unless their life circum- 
stances change. Many adults are unwill- 
ing or unable to commit enough time to 
overcome deficiencies in basic education 
or to go on to obtain a high school equiv- 
alency degree. Some of these individuals 
had negative experiences in school when 
young, feel trapped in dead-end jobs or are 
unemployed, and see little benefit from re- 
medied education. They do not feel part of 
the middle-class system in which educa- 
tion plays so strong a part. 

Current federally supported remedial educa- 
tion programs, while offered without charge 
to adults at the basic education level, probably 
reach only highly motivated adults. Less moti- 
vated adults may need extensive encourage- 
ment to participate. Reaching these people may 
require significant outreach activities through 
community-based efforts and volunteers. 

poo 
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Obviously, any long-term solution to the 
problem of functional illiteracy among adults 
will require improvements in primary and sec- 
ondary school education. According to the Na- 
tional Commission on Excellence in Educa- 
tion, as many as 13 percent of all 17 year olds 
can be considered functionally illiterate. Among 
students who are members of minority groups, 
this figure can be as high as 40 percent By ap- 
plying the 13 percent figure to 1980 Census 
data, the U.S. Department of Education con- 
cluded that as many as 535,600 functionally il- 
literate 17 year olds are added annually to the 
pool of adults in need of adult basic education. 
While it is clearly an important subject, assess- 
ment of the primary and secondary school sys- 
tem is not within the scope of this report. 
Readers are referred to the OTA assessment, 
Informational Technology and Its Impact on 
American Education, as well as several other 
recent studies concerning adequacy of the U.S 
education system, for further information. 23 

Basic Skills Deficiencies and the Workplace 

Large numbers of workers have serious defi- 
ciencies in basic education that impede their 
ability to get a job, or once employed, to ad- 
vance beyond entry-level positions, and to 
adapt to workplace changes. Results from the 
displaced worker projects discussed in chap- 
ter 6 indicate that about 20 percent of those 
who are participating in these projects need 
some remedial education. Since, in some cases, 
refresher or brush-up courses are all that is re- 
quired, this finding only confirms the thrust 
of the APL survey, not its details. 



M At least nine major reports on the primary and secondary 
school systems have been issued in recent years, including those 
by the National Commission on Excellence in Education, A Na- 
tion at Risk the National Task Force on Education for Economic 
Growth, Action for Excellence: A Comprehensive Plan To Im- 
prove Our Nation's Schools, 1983; the Carnegie Foundation for 
the Advancement of Teaching, High School: A Report on Sec- 
ondary School in America, 1983; and the Twentieth Century 
Fund Task Force on Federal Elementary and Secondary Edu- 
cation Policy, Making the Grade. 1983. Readers interested in a 
concise summary of these and other recent reports on the pri- 
mary and secondary school system are referred to James B. Sted- 
man, "Education in America: Reports on its Condition and Rec- 
ommendations for Change," Library of Congress, Congressional 
Research Service, Issue Brief #IB83106, September 1984. 



The costs of inadequate primary and second- 
ary education to business, industry, and gov* 
ernment employers have never been quanti- 
fied. However, they are undoubtably very large. 
Several recent surveys of employers have at- 
tempted to identify educational skills most 
sought by employers among recent high school 
graduates. In general, these surveys have con- 
cluded that employers want workers to have 
greater proficiency in reading, writing and 
computational skills, and better attitudes about 
the workplace than shown by many recent high 
school graduates* Employers differ about the 
degree to which specific occupational skills are 
desirable in the high school graduates they hire. 
Selected findings of some recent studies are 
summarized in table 7-1. 

One of the few surveys to ask employers 
about the proficiency of their employees in 
basic skills was conducted in 1982 by the Cen- 
ter for Public Resources, a New York based 
organization that focuses on strategies for busi- 
ness involvement in addressing public prob- 
lems. 24 Companies responding to the center's 
survey reported significant deficiencies among 
workers in jobs that required high school edu- 
cation. The most serious inadequacies— from 
the standpoint of the responding employers- 
were in mathematics, speaking, listening, and 
problem-solving skills. Many workers appar- 
ently found it difficult to understand verbal in- 
structions, or to verbally express ideas and 
problems. Several companies linked poor arith- 
metic of their employees to incorrect inven- 
torying, inaccurate production reports, and 
improper machine measurement and parts spec- 
ifications. A large number of the companies in 
the survey had launched programs to update 
worker skills to the level of the 9th or 10th 
grade. However, these companies may rot be 
representative of business as a whole, because 
the CPR survey only had an 8.7 percent re- 
sponse rate. 



"James F. Henry and Susan Ueber Raymond, Basic Skills in 
the Workforce (New York: Center for Public Resources, 
1983). 
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Table 7-1.— Selected Studies of Employer Perceptions of Job-Related Skills and Education* 



Study and date 



umference Board 5 (1977) 



Canter for Public Resources 0 
(1982) 



Survey of Los Angeles area 
employers 0 (1983) 



National Academy of Science e 
(1984) 



Research and Forecasts 1 
(1983) 



Nature of study 



Ouestionnare sent to 1.798 firms. 
610 (22%) were returned 



Questionnaire sent to 2.125 lirms 
18* (8 /%)were returned. 
Questionnaire was also sent to 
unions and public schools 



Survey of 1 72 firms classified by 
size. 32% of sample employed 
fewer than 50 people. 41% 
employed 50-499. 27% employed 
500 or more 



Panel report on high schools aid 
the changing workplace 



Whose opinion was sought? 
Senior personnel executives of 
firms with 500 or more employees 



More than two-thirds of those 
responding were personnel 
directors; others were training 
directors or tine supervisors CPR 
also surveyed educators and union 
leaders. 

Interviews with chief employment 
officer and training officer of each 
firm, questions were asked about 
hiring requirements and specific 
vocational training needed for 
specific entry-level jobs requiring 
less than 4 years of college. 



Report reflects judgments ol a 
panel chiefly composed of public 
and private sector employers about 
present and future job opportunities 
and job "iquirements for high 
school g duates. 



Key findings about education 



Key findings about job skills in curre t work force 



Telephone survey, based on a Top executives, half of those 
random sample of 108 firms on the surveyed were chief executive 
Fortune List of 1.300 corporations officers. 



Vocational curricula ranked higher than 
academic curricula in secondary schools m their 
ability to prepare students for work. 



Respondents from business found mathematics, 
science, and speaking and listenhg skills to be 
the most important skills deficiencies of high 
school students entering the work force. 
Educators gave greater weight to reading and 
writing skill deficiencies. 

Study concluded that most employers were 
more concerned about positive work habits and 
attitudes than specific technical job skills among 
job applicants, since the firms themselves can 
provide training. Study suggested that high 
schools should reduce emphasis on skill 
training, and concentrate on "teaching young 
people to read, write, compute, and think." 



The ability of high school graduates to learn and 
adapt to changes in the workplace is the major 
asset required by employers. Core competencies 
to perform entry-level jobs and continue the 
learning process are essential: technical and 
vocational education can enhance emptoyabiltty 
but cannot substitute for core competencies; 
positive attitudes and sound work habtts are of 
basic importance 



47% strongly agreed and 30% somewhat 
agreed that a required core of basic courses in 
high school is needed. 



54% found deficiencies in language s ills; 24% 
found deficiencies in mathematical or 
computational skills: 18% mentioned nonskitl 
areas (e.g.. faulty attitudes towards work): 7% 
found deficiencies in interpersonal skills. 

Business found greatest skills deficiencies in out* 
of'high-schooi emp'oyees to be mathematics, 
science, and speaking and listening skills; 
reading skills were found generally adequate for 
specific job, but writing skills were found to be a 
greater problem. 

For jobs entailing low or medium skills, good 
work habits and attitudes were found to be the 
most important component of job success in 75 
and 64% of cases, respectively, followed by 
linguistic and computation skills (12 and 22%), 
and technical job skills (13 and 14%). For high* 
skill jobs (requiring more than 24 months of 
vocational preparation), technical skills were found 
to be the key factor in job success in 62% of 
cases. 

Not addressed, however, the appendix of the 
report contains a review of the literature that 
examines the relationship between job 
performance and tests of cognitive skills. This 
literature found that basic cognitive skills were a 
chief component of job performance, especially (n 
more complex jobs, and many of tries' ^nitrvt 
skills (e.g.. numerical skills, reading v*j*ulary. 
and attention to detail) were "educu.!* ' 



*This chart provides only selected linings from the referenced reports 

^Seymour Losterman. Eduatton in industry (New York The Conference Boa'd. 1977) 

<wL F w H w^ nd " S T U ^? UC £ r .yrf;^ S !f th ° U f . Work f0fC * Tt !° Contr35Un9 ^ ,w,s " libor in<s *** < New York Center for Putftc Resources. 1983) 

ttaf^ Bullet* ot the instMeottovcrnmcnMStudts. Untvers.tyof <£^*%*. vol 24 No 4 August 1983 

'S 'and ?eSa"s?S * ton?, w? flew" £ K°3) ^ ' ** "* "* V *" °° Nat ^' ™ ,984 > 

SOURCE OlfceofTechnoiogyAssessment adapted in pm from information provided by Paul E Barton, •Estovers and High Scr»ols The Fit Between learning and "dicing, paper prepared for the Committee for Ecc^Oevelop^t.m press. 1986. 
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DELIVERY SYSTEM FOR ADULT EDUCATION AND TRAINING 



A large and multifaceted adult education and 
training system has existed in the United States 
for many years. In many urban and some ru- 
ral areas, community colleges and other local 
institutions offer a range of educational serv- 
ices that are highly accessible to adults. Busi- 
ness firms are a major component of this sys- 
tem: by one estimate, employers, through 
in-house programs, provided about one-fourth 
of all adult education courses in 1984, and may 
also have financed an additional one-third of 
all adult education courses (e.g., those taken 
at schools and other institutions). 25 Informal 
(on-the-job) training by business is even greater, 
although expenditures for such activities are 
very difficult to estimate. A number of unions, 
through collective bargaining agreements and 
some formal programs, also are active in pro- 
viding education and training to workers. A 
quite recent development in adult education 
has been the learning center, often entailing 
computer-assisted instruction. Some learning 
centers are run by for-profit corporations, 
while others are nonprofit private organiza- 
tions that are not part of the public education 
system per se. 

While the adult education system serves the 
employed far better than the unemployed, dis- 
placed workers in most urban areas can find 
some programs that are relevant to their needs, 
as is discussed in the pages below. Barriers to 
participation, and innovative approaches for 
overcoming these barriers, are both discussed 
later in this chapter. 

Expenditures for Adult Education and Training 

Estimates of total national investment (pri- 
vate as well as public) in adult education and 
training range from under $50 billion to $150 
billion or more. This wide range in estimates 
reflects the uncertainty about how much busi- 
ness firms spend on formal training and edu- 



"Information on employer provided and financed adult edu- 
cation provided by the Office of Educational Research and Im- 
provement (formerly National Center for Education Statistics) 
from preliminary, unpublished data from the May 1984 survey 
of adult education. 




Photo credit: St. Paul Technology for literacy Center 



Computenasslsted instruction for adult basic education 
is often provided at learning centers, not traditional 
classrooms. This project is located at a shopping center, 
and is open during the day, evenings, and Saturdays 
for the convenience of adults. 

cation of their employees. Most national esti- 
mates of business expenditures for training 
extrapolate data from a few firms to the econ- 
omy as a whole. Because of the different meth- 
ods and assumptions used, estimates have 
ranged from a low of about $2 billion annually 
to a high of $100 billion. 

A report by the American Society for Train- 
ing and Development (ASTD), while recogniz- 
ing the inherent limitations of the data, esti- 
mated that employers may have spent between 
$5 and $10 billion in 1981 for formal in-house 
training, with $7 billion being the most likely 
figure. The ASTD report also estimated that 
employers spent another $3 billion for courses 
taken by employees at outside institutions. 
Hence, ASTD concluded that total (in-house 
plus outside) employer training expenditures 
were about $10 billion in 1981. If wages and 
salaries of trainees were considered a training 
expense, the total would rise to about $21 bil- 
lion. 26 Informal training of employees at their 
workstations, while obviously of enormous im- 
portance, is even less susceptible to accurate 



"Carnevale and Goldstein, op. cit., p. 36. 
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measurement than formal training, and few at- 
tempts have been made to estimate the costs 
of this training. 

The ASTD study also attempted to identify 
where adult education specifically related to 
employment takes place (over 60 percent of 
adult education is for job-related reasons). The 
report estimated that in-house training by em- 
ployers accounted for about one-third of all job- 
related adult education. This understates the 
role of employers, since they pay for a high 
proportion of the courses taken by their em- 
ployees at outside institutions. If these courses 
are factored in, according to the study, em- 
ployers would account for about half of the 
financing for job-related adult education. 

Abolit 45 percent of job-related adult educa- 
tion takes place at educational institutions. 
Four-year colleges and universities account for 
the largest share in this subgroup (about 16 per- 
cent of the total). However, 2-year colleges, 
adult programs in high schools and vocational 
schools, and proprietary schools together ac- 
count for about one-fourth of the spending. 
These schools are more accessible than 4-year 
colleges to blue-collar and nonsupervisory 
white-collar and service industry workers, and 
often specialize in occupational and vocational 
training. 

The Federal Government is by far the largest 
single organization providing training in the 
United States, and, within the Federal Govern- 
ment, the Department of Defense (DOD) con- 
ducts the greatest amount of training. DOD 
spent about $13.4 billion on training in fiscal 
year 1984. 27 About $3.2 billion of the total was 
for specialized training to provide personnel 
with the skills and knowledge needed to per- 
form specific jobs. Many of these skills are 
related very closely to civilian skills, such as 
communications, medical services, food prep- 
aration, and maintenance and repair of vehi- 
cles or electronic equipment. For this reason, 
DOD's training activities are relevant to the pri- 



a7 U.S. Department of Defense, Military Manpower Training 
Report for FY 1984, report prepared by the Offico of the Assis« 
tant Secretary of Defense (Manpower, Reserve Affairs and Lo- 
gistics), March 1983, p. 2. 
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vate sector. In addition, DOD plays a key role 
in development of new training and instruc- 
tional technologies and materials. Smce many 
of these technologies are developed to reduce 
training time and costs, they are of consider- 
able interest to the private sector. (The role of 
DOD and other Federal agencies in research 
and development in instructional technology 
is discussed subsequently in this chapter.) 

Aggregated data on training and education 
activities for the 5 million State government 
employees and 9 million local government em- 
ployees is not available, but such activities are 
substantial. On the State level, California, Texas, 
and New Jersey offer extensive programs to 
their employees. 

Major Providers of Education and Training 

A complex delivery system for adult train- 
ing and education has evolved over the years. 
Linkages among businesses, labor unions, com- 
munity colleges and trade schools are common, 
and are probably increasing. Many community 
colleges have arrangements with business 
firms to provide courses or customized train- 
ing at plant sites, and they also have responded 
to union requests for courses at union halls and 
other places convenient to workers. 

Distinctions by function also have become 
blurred: remedial education, once almost al- 
ways given through the local public school sys- 
tem, is now offered by private learning centers, 
libraries, many 2-year colleges, and some em- 
ployers. Two-year colleges, in particular, offer 
an assortment of education and training pro- 
grams, ranging from occupational training for 
people without high school degrees, to techni- 
cian training programs, to academic programs 
for people preparing to transfer to a 4-year col- 
lege or university. Many 4-year colleges and 
universities, also, now conduct outreach pro- 
grams to meet the broader educational needs 
of adults in their community. 

Some of these are long-standing programs. 
Since 1903, for example, the Massachusetts In- 
stitute of Technology (MIT) has operated the 
Lowell Institute School, which offers techni- 
cian training to high school graduates. This 
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program was originally set up to train indus- 
trial foremen to use new industrial equipment 
that was coming into use in turn-of-the-century 
America. Today, about 500 students are trained 
at Lowell each semester in electronics, me- 
chanical drafting, and other technical areas. 
The students do not receive associate degrees, 
but because they are able to use MIT facilities 
and equipment (much of it state-of-the-art), the 
program is popular with many employers in 
the area. 

Employee Training by Business and Industry 

Employer : pr6vided training tends to be short- 
term and job-specific. Labor force mobility, or 
"job-hopping" is quite high in the American 
labor market. In 1981, the median job tenure 
for men was 4 years, while for women it was 
2.5 years. 2 * As a result, employers have a strong 
financial incentive not to provide training in 
broad, transferable skills which would be lost 
to the company if an employee finds other em- 
ployment. 

Remedial education and retraining programs 
are offerred by some firms. About 18 percent 
of firms responding to a 1985 Training Maga- 
zine survey of some U.S. firms with 50 or more 
employees said they offered a remedial educa- 
tion program of some sort. 29 Such programs 
will be addressed in greater detail later in this 
chapter. 

About one-fifth of the firms that responded 
to the survey also said they made a special ef- 
fort to retrain employees whose jobs were be- 
ing phased out so that they could perform sub- 
stantially different jobs within the company. 30 
(In 1984, when the same question was asked, 
about 29 percent of the responding firms said 
they offered retraining). Production workers 
were most likely to receive retraining, followed 
by middle-managers, first-line supervisors, of- 



"Francis W. Horvath, "Job Tenure of Workers in January 
1981/' Job Tenure and Occupational Change, 1981 (Washing- 
ton, DC: U.S. Department of Labor. Bureau of Labor Statistics, 
1983), p. 2. 

"Dale Feuer, "Where the Dollars Go" Training: The Maga- 
zine of Human Resources Development, October 1985, p. 48. 
"Ibid., p. 51. 



fice/secretarial employees, and customer serv- 
ice employees. 

Besides job-related education and training, 
some firms offer educational assistance pro- 
grams (e.g., tuition aid for continuing educa- 
tion courses) for their employees. Since 1978, 
the Federal Government has encouraged com- 
panies to establish such education programs, 
through a provision in the Internal Revenue 
Code that allows employees to receive educa- 
tion assistance under a qualified company pro- 
gram without paying taxes on it. (As discussed 
in ch. 2, the provision will not apply to the 1986 
tax year unless Congress acts to extend it.) A 
recent survey by the American Society of 
Training and Development reported that, among 
companies with educational assistance pro- 
grams that responded, 5.6 percent of the eligi- 
ble employees participated in educational assis- 
tance programs \n 1984. The 319 companies 
that responded to the survey employed about 
6 percent of the U.S. work force. 31 The high- 
est level of participation, 14.4 percent of eligi- 
ble employees, was reported by firms employ- 
ing less than 500 employees; however, only 38 
firms in this category responded to the survey. 
Among firms of all sizes, 72 percent of the re- 
cipients of educational assistance made less 
than $30,000 per year, and about 22 percent 
made less than $15,000 per year. 

While most firms play a limited role in con- 
tinuing education, many large or technologi- 
cally sophisticated firms operate "learning 
centers" for their employees, often offering 
self-paced courses ranging from remedial edu- 
cation to continuing education in engineering. 
Several business firms and some industry orga- 
nizations have established their own colleges 
and universities. A report by the Carnegie In- 
stitute for the Advancement of Teaching 32 iden- 
tified some 18 corporate education institutions 
that grant degrees of one sort or another, of 



"American Society for Training and Development, Employee 
Educational Assistance: Who Pays, Who Benefits (Alexandria, 
VA: American Society for Training and Development, May 
1985). 

"Nell Eurich, Corporate Classrooms: The Learning Business, 
A Special Report on Education in Industry and Business (Prince- 
ton, N): Princeton University Press, 1985). 
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which half had received accreditation since 
1977. Some of these schools (e.g., Northrop 
University) were originally created or spon- 
sored by corporations, but have since become 
independent organizations. 

Union Training and Education Programs 

Concern about technological innovation and 
its impact on workers has raised the impor- 
tance of training and education to labor unions. 
Unions are trying to make employer provided 
training more accessible to union members, 
and are seeking training, retraining, and edu- 
cation agreements in collective bargaining with 
management. Some unions also run education 
programs supported by membership contri- 
butions. 

Several recent collective bargaining agree- 
ments, including those negotiated by the Com- 
munications Workers of America and the 
United Auto Workers, place substantial empha- 
sis on broadening training and education op- 
portunities for workers beyond job-specific 
training. The 1982 Ford and General Motors 
settlements established nickel-an-hour and 
dime-an-hour funds for training and retraining 
of autoworkers. (These funds are discussed in 
ch. 5.) Under the Communications Workers set- 
tlement, reached in August 1933 before the 
AT&T breakup, each Bell operating company 
and AT&T was given one year to begin offer- 
ing, at company expense, training and retrain- 
ing programs to employees for personal and 
career development, and to qualify workers 
who would otherwise be displaced for other 
jobs within the company. Most of the Bell oper- 
ating companies are now offering a range of 
training programs, including home study and 
classroom training through community col- 
leges in response to the agreement. More than 
45,000 workers were participating in such 
courses by the end of 1985. 

The Lifelong Education and Development 
(LEAD) program of the Service Employees In- 
ternational Union (SEIU) is an effort to provide 
workers in low-paying, entry-level positions in 
the health care industry with the necessary 
training and education to advance to better 
jobs. In 1980, the LEAD program, with the en- 

O 
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couragement of the U.S. Department of Labor, 
was successful in establishing the Nation's first 
nurses apprenticeship programs. Since then, 
the program has worked to establish joint labor- 
management committees to implement career 
ladder programs, which identify the qualifica- 
tions and training and education requirements 
employees need for job advancement where 
they work. 

Delivery of Remedial Education 

Since 1966, the Federal Adult Education Act 
has supported State and local remedial educa- 
tion programs. The purpose of the law, which 
was most recently reauthorized in 1984, is to 
enable all adults in the United States to acquire 
the basic skills needed to function in society, 
including "employability" skills, and to acquire 
the equivalent of a high school diploma if they 
do not already have one. The program supports 
adult basic education (ABE), adult secondary 
education (ASE), and general education devel- 
opment (GED) courses to prepare adults to take 
the high school equivalency exam. In addition, 
many primary and secondary schools also of- 
fer adults English-as-a-Second-Language (ESL) 
courses for immigrants. 

Federal support for ABE programs is chan- 
nelled through the States to public and private 
organizations (including public school districts, 
community colleges, and community organi- 
zations) under the Aduit Education Act. About 
2.3 million people enrolled in ABE, ASE, and 
ESL programs in the program year ending on 
June 30, 1981. (This was the last year for which 
official national data is available; State officials 
estimate that 2.6 million people participated in 
these programs in 1984.) Enrollment quadru- 
pled between 1970 and 1980. The Federal role 
in supporting adult education is discussed in 
detail later this chapter, and in chapter 2. 

Traditionally, remedial education has been 
offered at night in elementary and secondary 
schools. However, the 1978 amendments to the 
Adult Education Act encouraged the expan- 
sion of programs to other sites. By 1980, ac- 
cording to the Department of Education, over 
60 percent of all classes took place in churches, 
community centers, and other nontraditional 
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sites. In addition, an increase in outreach activ- 
ities had occurred. 33 

Volunteer efforts are an important part of re- 
medial education. Volunteers from two na- 
tional literacy organizations (Lauhach and 
Literacy Volunteers of America) reach about 
75,000 people per year. Volunteers are also 
used in State-administered adult basic educa- 
tion programs, but data on the number of vol- 
unteers is not available. 

In 1984, the Goalition for Literacy, made up 
of 11 literacy and adult education organiza- 
tion began the National Adult Literacy Cam- 
paign to emphasize the need for volunteer ef- 
forts in literacy programs. In conjunction with 
the Advertising Council, the coalition is con- 
ducting a 3-year advertising campaign to re- 
cruit volunteer tutors, bring opportunities for 
remedial education to the attention of function- 
ally illiterate adults, and encourage involve- 
ment of the business community. In addition, 
a National Adult Literacy Project has been 
established by the Reagan Administration. 

Recognition that functional illiteracy has 
widespread costs to business and society has 
led some employers to actively promote reme- 
dial education for their work forces; some com- 
panies provide basic skills courses for their em- 



"U.S. Department of Education, "Justifications of Appropri- 
ation Estimates for Committees on Appropriations Fiscal Year 
1985," p. 274. 



plcyces. In 1983, the Business Council for 
Effective Literacy, founded by Harold W. 
McGraw, Jr., was established to encourage 
greater awareness of the business community 
about the problem of adult functional illiteracy. 
A later section of this chapter discusses the po- 
tential role of employers in basic skills edu- 
cation. 

Occupational and Vocational Education 

Most formal occupational and vocational 
training for adults is provided at publicly sup- 
ported community colleges and vocational- 
technical area schools and institutes, and pri- 
vate proprietary schools. Table 7-2 shows the 
number of postsecondary schools offering oc- 
cupational programs, while table 7-3 shows en- 
rollments in different programs from 1975 to 
1981. Most students in these programs are re- 
cent high school graduates seeking vocational 
skills, and adults looking to improve their 
existing skills, or to learn new ones. Students 
usually must pay for occupational training, al- 
though costs c?n be quite moderate. Some stu- 
dents are participants in federally assisted em- 
ployment and training programs, and are in 
many cases eligible for other Federal assis- 
tance. Apprenticeship programs also meet the 
training needs of some workers. 

The Community College System.— While perhaps 
better known for college-level course offerings, 
most community colleges offer occupational 



Tabie 7-2.— Number of U.S. Public and Private Postsecondary Schools With Occupational Programs, 

by Type of School, 1982 



Private 



Type of school Total Public Total Proprietary Nonprofit 



Total 9,208 1,904 7,304 6,013 1,291 

Vocational/technical 734 611 123 102 21 

Technical institute 157 8 149 138 11 

Business/commercial 1,287 5 1,282 1,235 47 

Cosmetology/barber 2,177 6 2,171 2,164 7 

Flight 799 7 792 788 4 

Trade 747 11 736 702 34 

Arts/design 248 1 247 214 33 

Hospital 783 119 664 59 605 

Allied health 364 87 277 227 50 

Junior/community college 1,017 820 197 83 114 

College/university 597 228 369 9 360 

Other 298 1 297 292 5 



SOURCE, U.S. Department ot Education, National Center for Education Statistics, Survey of Postsecondary Schools with Occupational Programs, 1982 
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Table 7-3.-Enrollment in U.S. Noncolieglate Noncorrespondence Postsecondary Schools With 
Occupational Programs, by Type of School, 1975*81 

Percent change 

Type of school 1975 1977 1979 1981 1975-81 

Total 1,399,100 1,495,200 1,623,918 1,687,097 20.6 

Vocational/technical 495,000 478,400 522,051 469,926 5.1 

Technical institute 92,100 34,500 35,348 61,117 33.6 

Business/office 339,200 440,500 496,599 468,374 38.1 

Cosmetology/barber 113,000 132,400 148,467 171,417 28.9 

Flight.... 72,900 63,300 67,407 63,362 13.1 

Trade 158,000 159,100 169,055 228,113 44.4 

Arts/design a 36,800 44,095 56,613 

Hospital. 71,100 48,200 42,595 40,610 42.9 

Allied health a 55,600 60,554 60,041 

Other,... 37,800 46,40 0 37,747 67,524 78.6 

NOTE: Surveys of Noncolieglate Postsecondary Schools were conducted in 1976. 1978. 1980. and 1982, but In each case data are for the number of students enrolled 

during the 12-month period ending June 30 of the previous year. 
•Data hot available. 

SOURCES: U.S. Department of Education, National Center for Education Statistics. "Enrollments and Programs in Noncolieglate Postsecondary Schools," 1976 and 
1978: and unpublished data from the 1980 and 1982 surveys of Noncolieglate Postsecondary Schools. 



and vocational programs that reflect local la- 
bor force needs. Occupational students at 2- 
year colleges now outnumber academic pro- 
gram students who expect to transfer to 4-year 
colleges or universities. 34 Community colleges 
are highly responsive to the learning and train- 
ing needs of workers in their communities. 
More blue-collar and nonsupervisory white- 
collar or service workers take courses at 2-year 
colleges than other types of schools. Many 
community colleges also offer remedial edu- 
cation to students who heed to improve their 
basic skills, and some community colleges of- 
fer highly innovative adult literary programs 
(for an example, see the discussion of Project 
ABLE in the instructional technology section 
of this chapter.) 

Linkages (or "partnerships") between com- 
munity colleges and local businesses and in- 
dustries are common. The pros and cons of 
these cooperative projects are discussed in a 
subsequent section. Community colleges also 
have close ties with labor unions, and many 
offer programs off-site in workplaces, union 
halls, and community centers. 

For-Profit Proprietary Schools.-Over 6,000 propri- 
etary schools provide occupational and voca- 
tional training, accounting for two-thirds of all 
postsecondary schools that offer occupational 



"Paul E. Barton, Worklife Transitions: The Adult Learning 
Connection (New York: McGraw-Hill, 1982). p. 18. 



programs. In 1980, about 4,100 proprietary 
schools had been accredited by an organiza- 
tion recognized by the U.S. Department of Edu- 
cation, or were eligible for certain Federal stu- 
dent assistance programs. 35 Proprietary schools 
often specialize in one trade or specialty, such 
as business and commercial schools, schools 
of cosmetology, and flight schools. Generally, 
these schools offer certificates for completion 
of occupational study programs, but not degrees. 
Often, a high school diploma is not required 
for admission. 

Proprietary schools offer considerable flex- 
ibility in scheduling, which is attractive to adult 
workers. Courses are often short, liberal arts 
requirements are usually minimal, and a year- 
round schedule of day and evening classes is 
common. 

Tuition at proprietary schools is often much 
higher than at publicly supported community 
colleges. Nonetheless, these schools often at- 
tract lower income students, including many 
who are not high school graduates. Enrollees 
in accredited proprietary schools are eligible 
for Federal Pell Grants (formerly Basic Educa- 
tional Opportunity Grants) and Federally In- 
sured Student Loans. Because there are so 
many proprietary schools, it is difficult to gen- 



"Information provided by the National Center for Education 
Statistics (now the Office of Educational Research and Improve- 
ment), U.S. Department of Education, 1985. 
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eralize about their effectiveness in preparing 
students for jobs. 

A 1984 study by the U.S. General Account- 
ing Office found that many proprietary schools 
that were eligible to receive Pell Grant students 
had misrepresented themselves when recruit- 
ing students and had violated the rules of their 
accrediting associations. 38 The study also said 
that the industry-based accrediting associations 
rarely took action to ensure that their stand- 
ards were met. Dropout rates from the schools 
eligible for Pell Grant recipients were very 
high. The proprietary schools dispute these 
findings, noting that their high dropout rates 
reflect the difficult backgrounds of their stu- 
dents, and arguing that they have improved 
their ethical standards. Together with educa- 
tors in publicly supported schools and private 
industry trainers, the proprietary schools have 
begun to explore greater self-regulation as a 
means of improved quality of instruction and 
curriculum. 

Apprenticeship Programs.— The goal of appren- 
ticeship is to produce highly skilled workers 
who are well versed in the theory and practice 
of their trade, and are therefore adaptable to 
variety of work situations. In theory, workers 
who complete good apprenticeship programs 
should be more productive than those with less 
training. Because of their understanding of the 
theory of their trade, they also may be more 
versatile in adapting to technological changes 
that can make specialized skills obsolete. 37 

Apprenticeship is widely used in Western 
Europe, especially in West Germany, where it 
is an integral part of the vocational education 
system. Called the "dual system" because it 
combines on-the-job training and conventional 
vocational education, this apprenticeship sys- 
tem involves about 90 percent of West German 
16 year olds who are not bound for a univer- 
sity. (Those who do not participate must a f tend 



"U.S. General Accounting Office, Many Proprietary Schools 
Do Not Comply with the Department of Education's Pell Grant 
Program Requirements, GAO/HRD-A4-17 (Washington, DC: U.S. 
Government Printing Office, Aug. 20, 1984). 

"Levitan, Mangum, and Marshall, op. cit., p. 186. 



vocational school until they are 18.) Students 
in the dual system typically spend 1 or 2 days 
a week at a vocational school; during the other 
weekdays, the students work under contract 
with an employer. 

The practice of apprenticeship in the United 
States is much different. Apprenticeships here 
often involve formal agreements between em- 
ployers and candidates for apprenticeship 
(often with union involvement when collective 
bargaining exists). Traditionally, over half of 
U.S. apprenticeships have been in the construc- 
tion trades. Other trades with large numbers 
of apprentices include metalworking, service 
and repair trades, personal services, and graphic 
arts. 

Although informal apprenticeship occurs, 
formal programs are registered by State labor 
departments or meet U.S. Department of La- 
bor standards. Apprentices in these programs 
receive classroom instruction or another form 
of structured study in subjects pertinent to their 
trades, and are employed for 1 to 4 years un- 
der the tutelage of a masterworker before re- 
ceiving certification. The Federal program, 
launched in ^937 under the National Appren- 
ticeship Act (Fitzgerald Act), provides techni- 
cal assistance, and support services to State 
agencies and local programs through the De- 
partment of Labor's Bureau of Apprenticeship 
and Training. Federal vocational education 
funds can also be used to support classroom 
instruction of apprentices at vocational high 
school or other public schools with approved 
vocational plans. 

Apprenticeship programs at one time served 
mostly white males. Adoption of equality of op- 
portunity provisos and outreach efforts to at- 
tract minorities and women to apprenticeship 
programs have had some success. Minority 
representation in registered programs grew 
from less than 6 percent of apprentices in 1967 
to about 18 percent in fiscal year 1981. Women 
comprised less than 1 percent of apprentices 
in 1973, but 6 percent in 1981. In 1984, about 
322,000 people received training under regis- 
tered apprenticeship programs. 
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Adult Participation in Higher Education 

As a response to displacement, higher level 
academic education has less relevance to most 
blue-collar and nonsupervisory white-collar 
and service industry workers than vocational 
and technical training. However, for some dis- 
placed workers, pursuing an academic degree 
can be the path to an entirely different career. 

Two-year academic programs offered by 
community colleges are highly accessible to 
adults. Many courses are offered in the even- 
ings or on weekends, a schedule most work- 
ing adults find convenient, and tuition is often 
low. Average tuition in 1983-84 was $528 for 
public 2-year colleges, compared with $1,Z34 
for public 4-year universities. 38 Also the liberal 
admissions policies of many 2-year colleges 
may attract adults who did poorly in high 
school. 

Academic programs offered at 4-year col- 
leges and universities are generally less acces- 
sible to displaced workers and disadvantaged 
adults than those at 2-year colleges. In 1978, 
nearly half of the courses taken by adults at 4- 
year colleges and universities were for aca- 
demic credit. Most studied part-time or in short 
courses, and two-thirds were working full-time. 
The types of adult enrolled, half were profes- 
sional and technical workers and one-quarter 
were managers, reflects an educational mission 
that is aimed at higher level academic educa- 
tion. 39 



Continuing education or extension programs 
at 4-year institutions also attract large numbers 
of adults. These programs generally do not pro- 
vide credit toward a degree and the programs 
are generally supported almost entirely from 
student fees. Continuing education students 
are generally well educated and have relatively 
high incomes. 

Over the next decade, as the size of the tradi- 
tional college-age population continues to de- 
cline, more colleges and universities will be 
forced to attract an older clientele, or else de- 
cline in size. 40 As a result, collegiate institutions 
are becoming more flexible in accommodating 
the needs of adults. 

Some modifications— such as scheduling 
classes in the evenings and on weekends, offer- 
ing courses at regional campuses, libraries, 
workplaces, and union halls, providing child- 
care services, or using television and audio 
transmission to reach students— may have lit- 
tle effect on the academic standards of the in- 
stitution. Some other devices— such as grant- 
ing academic credit for studies in trade schools, 
on-the-job training, participation in commu- 
nity-based groups, volunteer work, employ- 
ment experience, artistic achievement, and mil- 
itary service and training— may be attractive 
to adults who wish to complete an academic 
program quickly, but clearly do have the po- 
tential to lower academic standards if they are 
abused. 



"U.S. Department of Education, National Center for Educa- 
tion Statistics, The Condition of Education: 1985 Edition {Wash* 
ington, DC: U.S. Government Printing Office, 1985), table 2.16, 
p. 118. 

3 *Ivan Charner and Byrna Shore Fraser, "Access and Barriers 
to Adult Education and Training," contract study prepared for 
the Office of Technology Assessment, September 1984, p. 22. 



"Herbert L. Smith, "Higher Education's Future," American 
Demographics, September 1983, p. 22. 
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INSTRUCTIONAL TECHNOLOGY IN ADULT EDUCATION 
AND TRAINING 4 '* 



Most studies of instructional technologies 
have focused on primary, secondary and col- 
lege students, or on special populations of 
adults (e.g., members of the military). Much 
less attention has been given to the use of in- 
structional technology in helping meet the edu- 
cation and training needs of adult blue-collar 
workers and nonsupervisory white-collar work- 
ers. This section discusses the use of com- 
puters, interactive videodisk systems, and other 
technology-based systems in delivering voca- 
tional training, and basic skills education to 
adult workers. 

Historically, the Federal Government has 
played a primary role in research and devel- 
opment of new instructional technologies. 
Many pioneering applications for instructional 
technologies were initially developed or sup- 
ported by the Department of Defense, the Na- 
tional Science Foundation, and the Department 
of Education and its predecessor agency. 

The entire field of instructional technology 
is changing rapidly, as new applications and 
markets for education and training products 
are developed. Advances in basic research on 
information technologies may greatly expand 
the capabilities of instructional technology over 
the next 15 years. For example, research on ex- 
pert systems (a form of artificial intelligence) 
has already led to initial commercial uses in 
certain well-defined applications. A recent 
OTA report, Information Technology R&D: 
Critical Trends and Issues, discusses trends 
and prospects for information technology in 
detail. 42 Another OTA study is looking at the 
long-term implications of what might be pos- 



"Parts of the discussion on instructional technology in this 
chapter are adapted from Norman D. Kurland & Associates, The 
Role of Technology in the Education, Training and Retraining 
of Adult Workers, a report prepared for the Office of Technol- 
ogy Assessment. Oct. 5, 1984. This contract report provides a 
detailed analysis of instructional technologies used in adult edu- 
cation. Readers interested in use of instructional technologies 
in the educational system as a whole, including children and 
younp. adults, are referred to the OTA assessment, Informational 
Technology and the American Educational System, op. cit. 

«OTA-CIT-268. February. 1985. 



sible to achieve through the use of instructional 
technologies after the year 2000. 43 

Delivery Systems for Instructional Technology 

The use of computers, videotapes and video- 
disks, and other technology-based systems for 
delivering education and training is increas- 
ing. Instructional technologies have become 
widespread in training programs used by the 
military and large corporations. Although edu- 
cational institutions have been slower to adopt 
instructional technologies, the number of com- 
puters in public school classrooms has grown 
rapidly since 1980, and several thousand in- 
structional programs for computers are now 
advertised for educational applications. 

Technology-based delivery systems for edu- 
cation and training are changing rapidly, re- 
flecting advances in information technology. 
It can be expected that as new, more sophisti- 
cated technologies are marketed, instructional 
applications for these systems will be devel- 
oped. Computer-based instruction, videotape 
and videodisk systems, and instructional tele- 
vision are briefly discussed below. 

Computers.— Most current uses for the com- 
puter in learning involve computer-assisted in- 
struction (CAI), or computer-managed instruc- 
tion (CMI), or both. CAI refers to several forms 
of instruction that computers can deliver to 
students— e.g., drill-and-practice exercises for 
printed material previously given to the stu- 
dent, or new materials presented through pro- 
grammed learning. Other terms (e.g., com- 
puter-enhanced learning) often refer to more 
advanced CAI applications, such as use of 
simulation or games in learning. 

A major use of CMI is to keep track of the 
progress of individual students or groups of 
students. It can be used to guide the student 
to appropriate learning materials or instruc- 



°These implications are being addressed in OTA's assessment 
of technology and American economic transition. 
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tional sequences, depending on the student's 
progress and objectives. CMI is valuable for 
collection of data about student performance. 
It can help improve the productivity of teachers 
and trainers, since it often reduces the time 
they must spend in routine tasks such as grad- 
ing tests and keeping records. CMI can be used 
either independently, or in conjunction with 
CAI. Until recently, the computational and 
data storage requirements of CMI systems lim- 
ited their use to large-scale learning systems. 
However, with the heightened capability of 
microcomputers, combined CMI-CAI systems 
can be used in networks of microcomputers. 

Computer instruction in basic skills is now 
more than 20 years old. During this period, sev- 
eral basic skills programs have been developed. 
PLATO, a very large computer-based educa- 
tional system that was developed in the 1960s 
at the University of Illinois with substantial 
Federal support, includes both basic skills and 
GED preparation programs. PLATO is now 
marketed Ky Control Data Corp. The Computer 
Curriculum Corp. (CCC), a for-profit corpora- 
tion founded in 1967 to develop marketable 
CAI materials for basic math and reading skills, 
offers turnkey systems of computer hardware, 
educational software, and support services for 
CAI in basic skills and GED preparation that 
have been used in several adult education 
projects. 44 

Interactive Videodisk Systems.— When linked to a 
computer, interactive videodisk or videotape 
systems can be very versatile. Interactive sys- 
tems allow the students or trainees to map their 
way through the system, progressing to the 
next problem when they succeed in complet- 
ing the previous one, or "branching" to a re- 
medial exercise when they are unsuccessful. 
Until recently, most interactive video systems 
used videotapes, not disks. However, the ad- 
vantages of disk systems (in terms of random 
access capabilities, information density, and 
durability) are increasingly recognized 



"Case studies describing the development and use of PLATO 
and the CCC systems up until 1982 can be found in the OTA 
assessment, Informational Technology and Its Impact on Amer- 
ican Education., op. cit., pp. 128*134. 



Each side of a disk can store 54,000 frames 
of textual or graphic information. Because the 
resolution is high (about 350 lines per inch) 
when displayed, each frame can store high- 
quality pictorial or graphic images. Individual 
frames can be recalled from any location on 
a disk in 2 seconds or less, and can be kept on 
the screen indefinitely without damage. By 
contrast, it can take 30 seconds or longer to re- 
call portions of videotapes, and the tape can 
be damaged if frozen on the screen. 

While not yet in widespread use, interactive 
videodisk systems can be expected to play a 
growing role in industrial training programs. 
The price of disk systems has been declining 
rapidly. Some commercial training vendors 
now market skills training lessons to industrial 
clients at prices roughly comparable to those 
for similar videotape lessons (assuming that the 
client already has the necessary hardware). In- 
teractive videodisk systems do not appear to 
be used in adult basic education programs at 
this time; however, a basic skills curriculum 
using interactive videodisks has been devel- 
oped in the Army, and is now undergoing 
evaluation. 

Television.— Several forms of television (e.g., 
broadcast, cable, videotape) remain important 
for adult education and training. As a broad- 
cast medium, television is able to bring instruc- 
tion to large numbers of people who otherwise 
might be unable to attend classes at a particu- 
lar location or time. While most adults prefer 
live instruction to television, studies conducted 
in the 1960s showed that students learn from 
television about as well as from direct in- 
struction. 

Broadcast television often requires a large 
number of paid subscribers, or a subsidy to 
cover the high costs of producing or deliver- 
ing programs. Several technologies can reduce 
costs of delivery, so that specialized courses 
can be offered. Instructional Television Fixed 
Service (ITFS) is a low-cost broadcast system 
which can transmit live courses over a 20-mile 
reception area, using microwave transmission 
and dish-shaped receivers. Northeastern Uni- 
versity is using ITFS to deliver graduate level 
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courses to professional engineers at some 
Boston-area electronic and electrical compa- 
nies. The service includes one-way video and 
two-way audio, so that the students can com- 
municate with faculty. Television also has been 
successfully used in providing information and 
education to displaced workers. An example 
of such a project, Detroit's Communication/ 
Information System for the Unemployed, is dis- 
cussed later in this chapter. 

Studies of tha Effectiveness of 
Instructional Technologies 

Several studies conducted over the last 10 to 
15 years have found well-designed CAI pro- 
grams to be effective in teaching basic aca- 
demic skills. Most of these studies have focused 
on elementary and secondary school students, 
disadvantaged youths and young adults, or spe- 
cial adult populations such as members of the 
armed services or prisoners. 45 

The few existing studies on the effectiveness 
of instructional technologies in education and 
training of older adults also suggest positive 
outcomes. Nearly all these evaluations predate 
1980, and therefore do not reflect the greater 
experience with use of computers in instruc- 
tion that has been gained since then. Research- 
ers at the University of Wisconsin's Center for 
Research on Learning and Teaching recently 
analyzed the findings of 24 evaluations that 
compared computer-based education (CBE) 
with conventional classroom training of adults. 
These studies— all that remained after the re- 
search team's criteria for screening were ap- 
plied-generally found that CBE had positive 
results for adult learners. 46 



4 *For a discussion of these results, see the OTA assessment. 
Informational Technology and Its Impact on Amzvican Educa- 
tion* op. cit., pp. 128-134. 

*Chen-Lin C. Kulik, James A. Kulik, and Barbara J. Shwal j, 
"Effectiveness of Computer-Based Adult Education." Center for 
Research on Learning and Teaching at the University of Mich- 
igan, a presentation at the annual meeting of the American 
Educational Research Association, Chicago, March 1985. As 
used in this paper, computer-based education included com- 
puter-assisted instruction, computer-managed instruction, and 
computer-enriched instruction (CEI). Eighteen of the studies in- 
volved CAI, three involved CMI, and two involved CEI. 



In particular, the analysis showed that the 
adults taking computer-based education needed 
three-quarters or less instructional time than 
those adults who received conventional in- 
struction. The adults in CBE classes alio re- 
ceived slightly higher scores on their final ex- 
aminations than those receiving conventional 
instruction. Five of the twenty-three studies in- 
volved adult basic education; the remaining 
studies involved technical training. 

While these results are promising, some cau- 
tion should be exercised in generalizing about 
the superiority of one medium over another. 
One educational researcher, analyzing the re- 
search record, concluded that learning differ- 
ences could not be unambiguously attributed 
to different media. 47 Since it is very difficult 
to control all the factors that could lead to 
differences in learning, several rival hypothe- 
ses can be devised from the same data to ex- 
plain differences in performance or time-sav- 
ings. For example, more attention may be given 
to instructional design when new technologies 
are introduced than when the same material 
is presented through conventional instruction. 
If the same attention were given to instruc- 
tional design in conventional courses, the stu- 
dents receiving conventional instruction might 
fare just as well. However, if computers and 
other new media prompt greater attention to 
instructional design so that delivery of instruc- 
tion is made more effective, this is a virtue of 
the new media. 

It should also be kept in mind that instruc- 
tional technologies are evolving very rapidly, 
and that the new technologies may be superior 
to those only a few years older. As educators 
have gained experience about instructional 
technologies, the knowledg? base about how 
to use them also has grown. In the University 
of Wisconsin's review of CBE project evalua- 
tions, only a few of the studies involved recent 
projects. Of the 24 studies, 13 were conducted 
after 1975, but only 2 after 1980. 



"Richard E. Clark. "Reconsidering Research on Learning 
From Media," Review of Educational Research, winter 1983, 
vol. 53, No. 4, pp. 445-459. 
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In the section that follows, more recent ex* 
perience with CAI in adult basic education is 
addressed. A subsequent section discusses the 
growing use of instructional technology in in- 
dustry, and the potential of these technologies 
in vocational skills training* 

Recent Examples of CAI in Adult Basic Education 

Several CAI projects for adult basic and adult 
secondary education have been launched since 
1980* While few formal evaluations of these 
projects have been published so far, some of 
the projects appear to have been highly effec- 
tive* Often, the projects have involved innova- 
tive planning and design, considerable use of 
teachers and trained volunteers, and some- 
times, active support from community organi- 
zations and local foundations* 

An example is Project ABLE (for Adult Basic 
Literacy Education), a program run by Central 
Piedmont Community College in Charlotte, 
North Carolina* This CAI project began in July 
of 1983, and more than 250 students with read- 
ing levels below eighth grade had enrolled by 
April of 1984. Students receive instruction at 
neighborhood centers, including a shopping 
center that is open 6 days a week, a commu- 
nity center, and a church. 

During the first year of Project ABLE, the 
adult students (who averaged 36 years of age) 
reportedly needed only about 21 hours of in- 
struction to gain one grade level in reading and 
math, a striking accomplishment compared to 
an average of 150 hours required for similar 
gains elsewhere in the State. The project pro- 
vides individual tutoring by volunteers to all 
students with less than fourth grade skills, and 
tutoring is also available for students in more 
advanced instruction. The project combines 
this individual human attention with the use 
of PLATO and 12 other software packages for 
adult basic education and GED preparation. 

Community leaders were extensively in- 
volved from the early stages of Project ABLE. 
Members of an advisory committee composed 
of people from the local media, the ministry, 
business and county government promoted the 
project, and helped to recruit adult students. 



The recruitment campaign, using public serv- 
ice announcements on radio and television, ap- 
pearances on talk shows, and announcements 
at churches, was aimed at an adult audience 
with limited ability or inclination to read* In 
addition, newspaper stories, and flyers sent 
with food stamp mailings and water bills, pub- 
licized the program to the community at large, 
and helped attract volunteer tutors* On the first 
day the center was open, 77 people enrolled 
in Project ABLE; 20 more followed the next 
day. About 70 volunteers showed up on the 
first day training was offered; the project staff 
had expected on ? y about 20. 

Many adults in CAI basic education courses 
study more than their counterparts in conven- 
tional courses* In a basic education program 
run by the Great Neck, New York, public 
school system, adults participating in comput- 
er-assisted basic education averaged 196 hours 
of attendance. This was about 80 percent more 
than the average for non-CAI students, 108 
hours. By the end of the course, the CAI stu- 
dents showed an average gain of 3.71 years in 
reading and 3.55 years in math— compared to 
the course objective of 2*5 years* (Average gain 
by non-CAI students is not available*) The CAI 
project was developed by the Computer Cur- 
riculum Corp. 

A questionnaire given to participants in the 
Great Neck project provides additional evi- 
dence that CAI projects can motivate adults to 
study more. Ninety-eight percent of the adult 
students said that they enjoyed studying with 
the computer, especially mentioning the clear 
explanations and immediate feedback. Nearly 
three-fourths of the students said they would 
like to use the computer more often; only 5 per- 
cent said they would like to use it less often. 4 * 

Very good results also have been reported by 
nonprofit learning centers around the country 
that are using a Comprehensive Competency 
Program (CCP) that is being distributed by the 
Remediation and Training Institute. CCP uses 
a variety of previously developed materials for 
teaching academic and functional skills, in- 

**As discussed in N'orman D. Kurland & Associates, op. cit., 
p. 65. 
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eluding public and private domain printed ma- 
terials, software, and audiovisual materials. 
While CCP does not have to be delivered on 
computer, most of the centers use a combina- 
tion of CAI and printed materials. CCPs also 
have instructors available to help students. 

During the second quarter of 1985, 1,220 peo- 
ple at 58 nonprofit learning centers were ter- 
minated from thesp programs. About 42 per- 
cent of the people were over 22 years of age. 
For all second-quarter terminees, the centers 
reported an average gain of 1.2 grades in read- 
ing skills in 50 hours of related instruction, and 
%5 grades in math in 40 hours of related in- 
struction. If projected linearly, this would sug- 
gest gains of 2.4 years in reading and 3.7 years 
in math for 100 hours of instruction. However, 
only about 15 percent of the participants in 
these projects completed 100 hours of instruc- 
tion. According to the institute's summary 
report: 

. . .the mean reading and math gain rate per 
100 hours of instruction were four times high- 
er for learners with less than 50 hours of in- 
struction than for those with over 50 hours. 
Nevertheless, the "gain rate per 100 hours of 
related instruction* * is the common metric for 
assessing basic skills instruction, and the read- 
ing and math gain rates achieved by CCP 
learners were more than double the standards 
for remedial education. 49 

This difficulty in expressing learning gains 
in quantitative terms illustrates a fundamen- 
tal problem that exists in evaluating CAI proj- 
ects, and in making comparisons among ABE 
projects in general. The ideal comparison 
would take into account not only differences 
among teachers, instructional materials, and 
approaches, but also differences among the stu- 
dents themselves* Students enter ABE classes 
with very different levels of academic skills. 
Those who are simply rusty in, say, arithmetic, 
may recover their knowledge very quickly, 
while those who never had this knowledge to 
begin with may learn slowly. Also, students 



♦•All figures cited are from "The Comprehensive Competen- 
cies Program: A Summary," Remediation and Training Insti- 
tute, Washington, DC, n.d. The quotation is from p. 15 of the 
same report. 



often show plateaus in learning— i.e., rapid 
progress may be followed by a period of con- 
solidation, before another period of rapid prog- 
ress begins. For these reasons, the expected 
level of achievement or a norm for adult basic 
education can o r .ly be stated in very gross 
terms— e.g., one grade level gain for f very 80 
to 120 hours of instruction. 50 

Even using this broad range, the evidence 
strongly suggests that more rapid learning 
takes place in well-managed CAI systems than 
is likely to be achieved in most basic education 
classes that use only traditional methods of in- 
struction. In addition, while not yet established, 
effective replication of results may be easier 
to accomplish using CAI than in systems that 
are more highly dependent on the individual 
teacher. A key purpose of the Remediation and 
Training Institute's program is to provide an 
academic and functional competency program 
that can be applied in a variety of settings* Thus 
the institute provides step-by-step information 
to the learning centers on how to organize, 
manage, implement, and evaluate the Compre- 
hensive Competency Program. Although it is 
too soon to say for sure, the fact that so many 
projects report initial success with CCP sug- 
gests that the program can be effectively rep- 
licated. 

Cost Factors Affecting the Adoption of 
Instructional Technologies 

The cost of introducing new technologies has 
been viewed as a barrier in many education 
programs. Indeed, the initial costs of acquir- 
ing hardware and courseware can appear high 
when costs are looked at in simplistic fashion. 
However, well-designed CAI programs can of- 
fer a number of cost advantages that are attrac- 
tive in comparison with conventional methods 
of adult education. 

First, when well-designed courseware is 
used, the computer can help raise the produc- 
tivity of teachers, allowing each teacher to 



*°See, for example, Thomas G. Sticht, Basic Skills in Defense, 
report issued through the Office of the Assistant Secretary of 
Defense (Manpower, Reserve Affairs and Logistics), March 1982, 
p. viii, for discussion. 
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spend more time on instruction and less time 
on administration, grading, and recordkeeping. 
Second, the costs of acquiring hardware have 
declined very rapidly, and many ABE projects 
may have access to computers in schools, 
libraries, training facilities, businesses, and 
other institutions. While good courseware is 
often expensive, it can be used at any location 
and at any time. This is particularly useful in 
providing basic education to adults, who may 
have difficulty in scheduling classes or getting 
to class locations. Third, since adults tend to 
learn more quickly in C AI projects than is typi- 
cal ior basic education, these projects may be 
able to serve more people. Most adults find 
savings in time needed for education very at- 
tractive. 

Computerized learning centers are not all 
that expensive to set up, judging from data 
compiled by the Remediation and Training In- 
stitute from 58 learning centers that used its 
Comprehensive Competency Program during 
the second quarter of 1985. The typical center 
had a capacity to serve about 30 people, and 
used about eight computers for instruction, as 
well as another computer for management pur- 
poses. The mean investment to establish the 
typical learning center was slightly under 
$43,000. Computers, peripherals, and instruc- 
tional software accounted for about 52 percent 
of this investment, and another 28 percent was 
for printed materials, and audiovisual equip- 
ment and materials. The remaining 14 percent 
was for supplies, furnishings, and center res- 
toration. Using the second quarter of 1985 as 
a base, the institute estimates that the annual- 
ized operating costs for the typical center 
would be about $80,800. Nearly three-fourths 
of this would be for staff salaries and fringe 
benefits. With amortization of the investment 
in the learning center over a 3-year period, the 
annual costs of the learning center would rise 
to just under $100,000 (assuming a 10 percent 
interest rate). 

The costs of providing instruction at the 
centers can be measured in a number of differ- 
ent ways. Using full operation costs for the sec- 
ond quarter of 1985 (including the costs of 
amortizing the investment in the center), the 

ERLC 



costs per instructional hour work out to $8.45. 
If amortization of the investment is not in- 
cluded in this calculation, the operating costs 
per instructional hour are $6.90. However, the 
institute estimates that the learning centers 
were used at only 23 percent of their maximum 
capacity in the second quarter of 1985. If the 
centers were used at 75 percent of maximum 
capacity for 50 hours weekly, the costs per 
learner instructional hour would be $2.00, 
according to the institute. 

Low utilization levels have been a problem 
in some other projects as well. One western 
New York public school district, for example* 
received a grant in 1983 from the Governor's 
office for a project to help steelworkers in dan- 
ger of displacement obtain a high school equiv- 
alency degree— a requirement for a job inter- 
view at one steel mill that was still hiring in 
the area. The school district leased a C AI pro- 
gram and 16 computer terminals for the proj- 
ect. Some of the project's computer terminals 
were made available 24 hours a day, and one 
was k ' ^d in a union hall for the convenience 
of woi^ofs. Even so, the terminals were used 
less than half the time. 51 One factor that prob- 
ably contributed to the low utilization level was 
the fact that many of the laid-off workers were 
receiving occupational skills training during 
the day, and had little inclination to pursue 
GED courses at night. To attract greater use, 
the program was opened to anyone in the com- 
munity who wanted to use it; however, the ini- 
tial response was not great and the project was 
suspended at the end of December 1983. 

Even at the 23-percent utilization level, the 
CCP learning centers apparently have been 
quite successful in attracting public and pri- 
vate funding. Based on the second quarter of 
1985 data, the Remediation and Training In- 
stitute estimates that the average annualized 
revenue (e.g., contract services, in-kind sup- 
port) of the centers would be $114,000 (includ- 
ing in-kind support)— well above the estimated 
$99,000 needed to run the typical center even 
when the investment for computers and other 
equipment has not been amortized. This sur- 



5 Norman D. Kurland & Associates, op. cit., p. 67. 
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plus can be used for improvements, adjunct 
services and institutional support. 

Evaluation of Courseware in 
Adult Basic Education 

Most basic skills software now available is 
designed for the K-12 market, not the market 
represented by adult basic education. How- 
ever, some of these products— particularly 
those used for high school students— contain 
remedial components which in some instances 
may be suitable for adults. 

Many States have established software evalu- 
ation projects or clearinghouses for elementary 
and secondary education— but this has seldom 
been extended to the adult basic education 
level. One of the few organizations that does 
evaluate software for adult basic education is 
the Region X Adult Education Software Con- 
sortium, which is comprised of ABE officials 
in Idaho, Oregon, Washington, and Alaska. 
The consortium has established a software 
evaluation team which specifically looks at the 
suitability of courseware for ABE instruction, 
and disseminates its findings to shool districts 
in the region. While useful to adult educators, 
the Region X consortium has limited resources. 

National independent organizations that spe- 
cialize in evaluation of educational softwtuc. 
such as the Educational Products Information 
Exchange Institute (EPIE) and the MICROSIFT 
project of the Northwest Regional Educational 
Laboratory, also focus largely on the K-12 sys- 
tem. However, some evaluated products aimed 
at remedial education for older adolescents (16 
to 18 years of age) maybe suitable for ABE in- 
struction as well. Although most of the evalu- 
ated products are tried out to some degree in 
school settings, these evaluation services do not 
conduct formal "field testing" under controlled 
conditions. 

Vocational education is another area where 
limited evaluation of courseware has been un- 
dertaken. The National Center for Research on 
Vocational Education, located at Ohio State 
University, has developed an evaluation form 
and guide for vocational education course- 
ware, including secondary and postsecondary 



curricula. The center plans to provide some co- 
ordination of evaluations using its system. 

Role of Learning Centers in 
Computer-Assisted Instruction 

Both for-profit and nonprofit private learn- 
ing centers provide a variety of educational 
services to adults. Many of the pioneering CAI 
projects for adult basic and secondary educa- 
tion have been undertaken by such centers. 
Some centers have been supported primarily 
by private funding, with little or no funds from 
Federal and State ABE programs. The large 
role played by the private sector indicates the 
active interest of community organizations, 
community colleges, private foundations and 
for-profit corporations in reducing adult func- 
tional illiteracy. 

Some companies— most notably Control Data 
Corp.— have established for-profit learning 
centers in many cities across the country 
which will provide basic skills training either 
to individuals directly or to employees through 
their employers. CDC now operates more than 
100 such centers, and in each of them adults 
can take basic skills training using the PLATO 
system. In addition, a number of companies 
have established learning centers for their em- 
ployees. 

Since 1980, many nonprofit learning centers, 
supported in part Ly ]nral and national private 
foundations, have become active in computer- 
assisted instruction programs. In some areas, 
foundations and educational institutions have 
cooperated to establish model learning centers, 
designed to serve adults and also to provide 
community colleges, school districts, and other 
local organizations with the training and re- 
sources needed to establish their own CAI pro- 
grams. In the Minneapolis-St. Paul area, for ex- 
ample, five local foundations and the St. Paul 
public school system have committed $1.3 mil- 
lion to support the Technology for Literacy 
Center (TLC), which opened at a St. Paul shop- 
ping center at the end of May 1985. 

Patterned in part on Project A3LE, TLC is 
intended to serve as a model for other literacy 
projects in the twin cities region. It focuses on 
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adults who have reading, writing, and math 
skills below the eighth grade level. The TLC 
staff hopes to enroll 1,300 adults in the program 
over a 3-year period, and to train 200 adminis- 
trators, teachers, and volunteers in the use of 
CAL Matching grants will be offered to exist- 
ing literacy projects to stimulate the use of in- 
structional technology. An important part of 
the program is to train instructors and volun- 
teers from other programs to use CAI. The 
project is administered by the community edu- 
cation department of the St. Paul Public School 
System, which employs the staff. 

During its first 5 months of operation, TLC 
served 487 people. About 56 percent of these 
people were not high school graduates and 68 
percent tested below the eighth grade level. 
About 43 percent of the people were employed, 
and about 46 percent had sought prior help for 
basic skills education. Students working at the 
fourth to twelth grade levels use the Control 
Data Corp.'s PLATO basic skills program, plus 
a variety of offerings from other companies, 
in their learning program. Students who are 
below the fourth grade level do not use CAI, 
but receive one-on-one tutoring from volun- 
teers trained in the Laubach method of liter- 
acy education. About 55 volunteers are involved 
in the project. The project will be subject to 
continuing formal evaluation over the 3-year 
period. 

Nationally, the Remediation and Training In- 
stitute's Comprehensive Competency Program, 
developed with the support of the Ford Foun- 
dation, was used by 73 nonprofit organizations 
in 20 States by the end of June 1985. A variety 
of different kinds of nonprofit institutions are 
represented on the list, including Job Training 
Partnership Act Title II project agencies, post- 
secondary schools, community-based organi- 
zations, and alternative schools. 

While CCP does not have to be delivered on 
computer, most centers use a combination of 
CAI and printed materials. For example, stu- 
dents at Project Options, a program at the Na- 
tional Learning Center in Washington, DC, 
spend about one-third of their classroom hours 
using CAI, and the rest of the time using printed 
or audiovisual materials. The program is in- 



dividualized and self-paced. After students get 
initial orientation and testing to determine their 
performance level, a teacher selects appropri- 
ate first week lessons for them, and tells them 
how to locate materials in the room. From then 
on, the students pace themselves. They test 
themselves, using written answers, when they 
feel it is appropriate. Teachers are available for 
one-on-one help whenever students request it. 

Project Options, set up in early 1984, has 
been supported by several foundations, with 
computer companies and book companies pro- 
viding or donating some materials and tech- 
nical assistance. Local government agencies, 
including correctional agencies and employ- 
ment services agencies, engage the center by 
contract to provide basic skills and job skills 
competencies to young adults and adult stu- 
dents. The center offers morning, afternoon, 
and evening classes in 3-hour segments to min- 
imize interference with work schedules. Ori- 
entation sessions, offered every 2 weeks to new 
students, encourage scheduling flexibility. 

Vocational and Industrial Applications for 
Training Technologies 

A number of different forms of instructional 
technology are used in vocational education 
and industrial training. Tutorials, ranging from 
slide projector presentations, to videotape, to 
highly interactive videodisk lessons, are among 
the most extensively used formats for training 
materials. Off-the-shelf audiovisual tutorials are 
available in a wide range of vocational and 
business management subjects. 

While not yet widely used in vocational edu- 
cation and industrial training, interactive 
videodisk systems may well become a major 
new medium for industrial training. As a train- 
ing medium, interactive videodisk systems of- 
fer several features that are well suited for in- 
dustrial skills training. The high visual quality 
of the videodisk, random access to all frames 
on the disk, and features such as touch screens 
can be used to engage the participation and at- 
tention of the student. The ability of these sys- 
tems to simulate actual equipment and situu 
tions, to keep track of problem areas for the 
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student, and to offer individualized remedies 
are other attractive features. 

Currently, most training applications for in- 
teractive videodisk are customized products 
developed for highly specialized military or in- 
dustrial functions. However, generic, off-the- 
shelf products are beginning to appear as the 
costs of producing interactive videodisk de- 
cline. For example, some training firms are 
now offering skills training lessons for inter- 
active videodisk to their industrial clients at 
prices roughly competitive with videotape. For 
example, the Industrial Training Corp. recently 
began offering an interactive videodisk train- 
ing program in electrical/electronics theory 
and skills training. Its introductory prices for 
individual lessons or. videodisk are actually 
lower than the prices it charges for its individ- 
ual videotape lessons in similar subjects. This 
does not include the costs of presentation hard- 
ware, however. 

Other applications for instructional technol- 
ogies in industrial training and vocational edu- 
cation include simulators, emulators, and vari- 
ous kinds of job aids. Simulators and emulators 
are usually employed when it would be too ex- 
pensive, dangerous, or logistically difficult to 
provide training on the actual equipment or 
system. To varying degrees, simulators dupli- 
cate the behavior of actual machines (e.g., a 
ship or airplane) or complex systems (e.g., a 
powerplant). While the extent of their use in 
vocational training is limited, some companies 
(e.g., companies offering temporary services) 
use simulators or emulators to train people to 
use a wide variety of word-processing systems 
that temporary typists can be expected to en- 
counter as they move from one company to 
another. 

Job aids are used to either supplement prior 
training or, in some instances, to reduce the 
need for training. Job aids are often used to pro- 
vide instructions to workers so that they can 
perform tasks that require specific skills that 
are only infrequently required. A recent devel- 
opment in job aids is embedded training, in 
which instructions for use or repair of equip- 
ment is implanted in the equipment itself. As 
microchips have become cheaper, it has be- 




come possible to design machines to automat- 
ically instruct workers in how the machines 
should be used and repaired. 

Use of instructional technology in business 
has spread rapidly, in part because industry 
places a premium on technologies that can re- 
duce training time. Large firms account for the 
most widespread use of these technologies. Ac- 
cording to a Training magazine survey, about 
27 percent of all U.S. companies with 50 or 
more employees used computer-based training 
in 1985, compared to 22.3 percent in 1984. 
Among large companies (those with 10,000 em- 
ployees or more) about 56 percent used com- 
puter-based training. 52 

The Training magazine survey also found 
that about 12 percent of companies with 50 or 
more employees used some form of computer- 
driven interactive videotape or videodisk play- 
ers in their training efforts. Among different 
businesses, use of interactive video (both tapes 
and disks) was highest among finance, insur- 
ance and banking firms. About 6.5 percent of 
manufacturing firms with more than 50 em- 
ployees used interactive video in some format 
in their training programs. Vidoetapes ac- 
counted for about four-fifths of the interactive 
video use, and only about 2.6 percent of all 
firms in the survey used interactive videodisk 
systems. 

A recent Conference Board report, based on 
survey and interview information from 218 
large U.S. companies, concluded that new 
training technologies are having important ef- 
fects on corporate training programs. Benefits 
of the new technologies, according to the re- 
port, include more effective instruction, pac- 
ing of instruction to meet individual needs, and 
the ability to train individuals on an as-needed 
basis rather than in groups. Also, the technol- 



"Jack Gordon, "Computers in Training," Training: The Maga- 
zine of Human Resources Development, October 1985, p, 55, 
The survey found that a much larger proportion of firms— 46 
percent of all firms with 50 or more employees and 74 percent 
of firms with 10,000 or more employees— used computers in 
training for some purpose; however, this included data manage* 
ment, word processing, and graphics, as well as computer-based 
training. 



Ch. 7— Adult Education and Displaced Workers • 299 



ogies allowed for greater control over the con- 
tent of the training program. 53 

Three out of five corporations in the survey 
reported significant changes in training meth- 
ods and training technology in the past 5 years. 
In some companies, changes in training meth- 
ods followed adoption of new training technol- 
ogies (e.g., computers facilitate self-admin- 
istered training). A rapid growth in various 
forms of television for training was noted. Live 
videotape playback, for example, is used to ap- 
praise and correct employee performance in 
training sessions. One company's training de- 
partment operated an internal corporate tele- 
vision network, transmitted by satellite to 67 
company locations in the United States and 
Canada. The network is used primarily to train 
sales, service, and other personnel about new 
products; it has also been used for engineer- 
ing education. 54 

Many large corporations have their own 
training staff, who are versed in the use of new 
instructional technologies, and often prepare 
training materials for in-house use. In addition, 
a number of firms in the training industry it- 
self specialize in providing either generic or 
customized instructional technologies and me- 
dia to business. Some of these firms have 
carved out niches to provide training products 
and services to meet the specialized training 
needs of a wide variety of businesses. 

Nationwide information about the size and 
characteristics of this component of the train- 
ing industry is limited. However, according to 
the abGve cited Training magazine survey, U.S. 
firms with 50 or more employees budgeted at 
least $4.4 billion in fiscal year 1985 for exter- 
nal training expenses. While seminars and con- 
ferences were the largest single item of the 
training budget, these firms also earmarked 
about $763 million for off-the-shelf materials, 
$618 milllion for custom materials, and $797 
million for hardware for fiscal year 1985. Out- 
side services (a category that includes printing 
and production costs for training materials as 



"Seymour Lusterman, Trends in Corporate Education and 
Training (New York. The Conference Board, Inc., 1985), p. v. 
"Ibid., pp. 13-14. 



well as consultant services that did not involve 
conferences) were budgeted at $808 million. 

Federal Role in Instructional Technology 
Research and Development 

Over the years, the Federal Government has 
been a major actor in developing many instruc- 
tional technologies that arc now used in the 
public education system and private sector 
training. Federal agencies with the most direct 
and important roles over the years have been 
the Department of Education (ED) and its pred- 
ecessor agency, the Office of Education in the 
former Department of Health, Education, and 
Welfare, the National Science Foundation 
(NSF), and the Department of Defense (DOD). 
DOD expenditures on educational technology 
R&D were over $250 million in fiscal year 1982, 
compared to combined expenditures by NSF 
and ED on educational technology of $18 mil- 
lion. 55 

DOD, NSF, and ED research funds have been 
important in developing key educational appli- 
cations for several technologies. In 1959, NSF, 
as well as the DOD, provided initial funding 
for development of the PLATO computer-based 
educational system at the University of Illinois, 
Another major computer-based education sys- 
tem, called TICCIT, was developed by the 
Mitre Corp. with NSF support. NSF also sup- 
ported research at Stanford University to de- 
velop uses for the computer in basic reading 
and math skills. The Office of Education played 
an important role in early history of educa- 
tional television, and supported development 
of a number of computer-based educational 
materials, among other things. The Department 
of Defense, owing to the large share of its 
budget earmarked for training of personnel in 
specialized skills, has made major contribu- 
tions to the development and use of CAI, CMI, 
simulation, and training and education appli- 
cations for interactive videodisk. 



"The overall role of the Federal Government in educational 
technology research and development is addressed in detail in 
the OTA assessment, Informational Technology and Its Impact 
on American Education, op. cit.. pp. 111-137. 
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Several R&D projects are now underway in 
DOD that concern basic skills education. Many 
of these research projects are part of an ovsr- 
all effort by DOD to develop basic education 
programs that are directly tied to development 
of the skills needed for performance of specific 
jobs. 56 While still under development or evalu- 
ation, these new approaches for basic educa- 
tion may be relevant to basic skills projects 
provided by employer or displaced worker 
projects. Because of the job-specific orienta- 
tion, this approach may be less appropriate for 
adult basic education classes which may have 
broader literacy and education goals among 
their objectives. 

The Army is developing a computer-based 
functional curriculum (called the Job Skills 
Education Program or JSEP) for soldiers who 
show deficiencies in knowledge or basic skills 
required for successful job performance. 57 A 
precursor to JSEP was the completion, in 1983, 
of a detailed Baseline Skills Analysis of the aca- 
demic competencies soldiers need to perform 
tasks in 94 military occupational specialties 
(MOS). Also, diagnostic tests were developed 
to determine whether the individual soldier ac- 
tually possessed the prerequisite level of com- 
petency required for the job. 58 From this infor- 
mation, a taxonomy was developed of over 200 



"These activities reflect congressional concern, expressed by 
the House and Senate Appropriations Committees for fiscal year 
1978, that on-duty basic skills programs offered by the services 
be related to job performance. While beyond the scope of this 
assessment, the Department of Defense is a major provider of 
remedial education in the United States, and basic skills pro- 
grams offered by the individual sarvices have been the subject 
of considerable analysis over the years. See, for example, U.S. 
General Accounting Office, Report to the Secretary of the Army: 
Poor Design and Management Hamper Army's Basic Skills Edu- 
cation Program, GAO/FPCD-83-19 (Gaithersburg, MD: U.S. Gen- 
eral Accounting Office, June 20, 1983). For a history of reme- 
dial education programs in the services, see Thomas G. Sticht, 
Basic Skills in Defense, report issued by the Office of the As sis* 
tant Secretary of Defense (Manpower, Reserve Affairs and Lo- 
gistics), March 1982. 

57 For a detailed discussion of JSEP, see Beatrice J. Farr, 'The 
Job Skills Education Program: Computer Systems for Army Edu- 
cation," paper prepared for the International Conference of the 
Association for the Development of Computer-Based Instruc- 
tional Systems, Philadelphia, PA, March 1985. 

w This work was performed by RCA under contract with the 
Training and Doctrine Command (TRADOC). RCA subcon- 
tracted with the Educational Testing Service to develop the diag- 
nostic tests. 



prerequisite competencies needed at certain 
skills levels for the 94 MOS, as well as skills 
all soldiers need to know. 

Under the JSEP project, computer-based mod- 
ularized lessons are being developed for 180 
of the prerequisite competencies. Florida State 
University is developing JSEP under an Army 
Research Institute (ARI) contract awarded in 
1982. 59 The system is designed to be delivered 
on the Army's five mainframe PLATO systems, 
and on MicroTICCIT, a micro-computer-based 
tutoring and instructional management system 
marketed by the Hazeltine Corp. Three field 
tests of JSEP were conducted in the summer 
of 1985, with a fourth scheduled for 1986. 
Evaluation information was not available as 
this report was completed. 

In the Navy, an Experimental Functional 
Skills Program (XFSP), is under development 
by the Navy Personnel Research and Develop- 
ment Center in San Diego and the Naval Post- 
graduate School* XFSP is intended to develop 
functional reading and mathematics skills that 
are related to a knowledge base that has a spe- 
cific Navy orientation. 60 The reading compo- 
nent of XFSP is designed to be delivered in 
three forms: by a teacher using paper-and- 
pencil materials only, by a computer in a learn- 
ing center only, or by a combination of these 
two in a classroom. 

The computer-based instruction component 
of the program uses several existing public and 
private domain materials, including a reading 
skills improvement software program called 
LaSCAI that was developed by the Navy. Each 
software program has an editing feature that 
teachers can use to customize lessons. For ex- 
ample, a vocabulary drill can be tailored to in- 
clude technical terms used in specific Navy 
jobs. 

The XFSP research also has produced a new 
reading test battery for testing reading skills 



"The contract is funded by the Education Directorate of the 
Army Deputy Chief of Staff for Personnel. 

M For a discussion of this project, See Thomas Sticht, Louis 
Armijo, Natalie Koffman, and Kent Roberson, "The XFSP:Read- 
ing and Mathematics Project," paper presented at the annual 
meeting of the Military Testing Association, San Diego, CA, Oc- 
tober 1985. 
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and gains in Navy-related knowledge. A small 
evaluation study has been conducted which 
compares test results from students in the 
XFSP with a sample of students in "general" 
reading programs offered by education con- 
tractors to the Navy. These students were given 
the new Navy-related reading tests, and also 
a general reading test Not surprisingly, stu- 
dents in the general reading program did bet- 
ter on the general reading test, while students 
in XFSP showed little improvement in general 
reading but consistent gains in Navy-related 
reading and knowledge. 

The Department of Defense is playing a ma- 
jor role in the continuing development of in- 
teractive videodisk systems, through the Army's 
Electronic Information Display System (EIDS). 
According to a recent report by the U.S. Gen- 
eral Accounting Office, the Army plans to ac- 
quire up to 20,000 interactive videodisk sys- 
tems between fiscal years 1986 and 1990 for 
use in training and other information display 
activities. 61 It has programmed $100.3 million 
for this acquisition over the 5-year period, as 
well as an additional $27 million for develop- 
ment, production, and distribution of videodisk 
courseware from fiscal year 1984 to 1990. The 
Army told GAO that it will reevaluate field 
needs for the equipment before large-scale 
procurement begins in 1989. The EIDS units 
will be built to a standard specification, so that 
the same interactive video courseware can be 
used on all of the units. The Army has also de- 
veloped an authoring system for interactive 
videodisk, called the Production Management 
System (PMS). PMS automates a number of 
functions, and reduces the need for computer 
programming in developing training programs 
for interactive videodisks. 

Other research is exploring the potential of 
interactive videodisk" in applications that are 
relevent to basic skills education. The Army Re- 
search Institute has sponsored the develop- 



"For a discussion of this ar.i other Army procurement plans 
for training materials, see U.S. General Accounting Office, Im- 
provements Needed in the Army's Program for Developing Ex- 
tension Training Materials for Use by Soldiers in Field Units, 
GAO/NSIAD-85-73 (Washington, DC: U.S. General Accounting 
Office, 1985). 



ment of the Spatial Data Management System 
(SDMS), an interactive videodisk learning strat- 
egies program. This package is intended to help 
students apply learning strategies such as men- 
tal imagery, identification of keywords and 
ideas, or mnemonics in studying, taking tests, 
solving problems, and making decisions. In a 
pilot test of this "learning strategies curricu- 
lum" with high school students who were poor 
learners in Berks County, Pennsylvania, both 
he students and the teachers reacted favorably 
to the instructional material and the mode of 
delivery. 82 

Another interactive videodisk project is the 
Space Time Army Reconnaissance System 
(STARS), which uses a formrt similar to video- 
games to present basic skills lessons* Under 
contract with the U.S. Army in Europe Con- 
tinuing Education System, the University of 
Maryland has developed a STARS curriculum 
for general basic skills, and another curricu- 
lum designed to help soldiers read and under- 
stand a specialized repair manual. Evaluation 
of the STARS program has been conducted, but 
results were not available when this study was 
completed. Like most of the basic skills edu- 
cation projects conducted by the Department 
of Defense, STARS is oriented to the young 
adult, and uses images and examples that peo- 
ple in the military can relate to. 

Several federally sponsored research projects 
are also underway to create instructional de- 
sign tools, such as courseware authoring sys- 
tems, for developing new educational products 
and curricula. These tools are intended to help 
trainers and educators who are not computer 
specialists to design new courseware. This re- 
search is funded in part by various military re- 
search laboratories and the National Science 
Foundation. Another role of the Federal Gov- 
ernment is in developing evaluation informa- 
tion about its own experience with instruc- 
tional technology. 

The prominent role played by the Federal 
Government in instructional technology re- 



moter R. Ramsberger, Paul J. Sticha, and Anne S. Leopold, 
"Interactive Videodisc for Basic Skills Training Using the Spa- 
tial Date Management System/' n.d. 
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search, development, and application has led 
to concern about whether adequate procedures 
are in place to transfer instructional technol- 
ogies developed with public support to the pri- 
vate sector and educational institutions. Most 
of this concern has been focused on research 
funded by the Defense Department. DOD work 
on instructional technology often has broad ap- 
plicability to civilian training and education 
programs, but is not specifically developed for 
use by the private sector or public education 
institutions. By contrast, technology diffusion 
is a principal purpose of both NSF and ED 
activities in this area. 

A generic mechanism for diffusion of feder- 
ally developed technologies was called for by 
the Stevenson-Wydler Technology Innovation 
Act of 1980 (Public Law 96-480). While some 
aspects of Public Law 96-480 have not been im- 
plemented, many Federal laboratories have 
established Offices of Research and Technol- 
ogy Applications (ORTAs), called for by the 
law. The purpose of the ORTAs is to facilitate 
information transfer about laboratory activities 
that have potential for use by industry. The law 
also established a Center for Utilization of Fed- 
eral Technology in the Department of Com- 
merce to compile and disseminate information 
about technologies owned or originated by the 
Federal Government. (This function has been 
assigned to the National Technical Information 
Service.) 

Stevenson-Wydler can be used for diffusion 
of Federal training technology developed in 
Federal laboratories to State and local govern- 
ments and the private sector. For example, the 
Department of Defense and the National Com- 
mission on Libraries and Information Science 
have been cooperating in a project to determine 
whether the LaSCAI reading improvement pro- 
gram developed by the Naval Personnel Re- 
search and Development Center for Navy re- 
cruits can be effective in teaching basic skills 
.in CAI projects for adults and high school drop- 
outs. CAI programs using LaSCAI have been 
launched at two libraries (one in Maryland, the 
other in West Virginia). The project has in- 
volved ORTAs at both U.S. Army Human Engi- 



neering Laboratory and the Naval Personnel 
Research and Development Center. Extension 
of the project to the Pittsburgh area is under 
consideration. 63 

Facilitating the transfer of training technol- 
ogies for civilian use is one of several subjects 
addressed by a joint committee on education 
and training for national security that has been 
established by DOD and ED. A working group 
of the committee looks at civilian sector appli- 
cations for training and education technologies 
developed by DOD. Another working group 
works on basic skills issues. The Department 
of Defense is also working with the Department 
of Education to provide information on JSEP. 

Legislation has been introduced in the 99th 
Congress to establish a training technology 
transfer program to encourage more effective 
diffusion of Federal training technology to 
educational institutions and the private sector. 
The bill, S. 1662, defines training technology 
as computer software developed by Federal 
agencies to train thbir employees. It includes 
instructional software for computers, inter- 
active videodisks, audiovisual devices, pro- 
grammed learning kits, and manuals or devices 
that are integrally related to the software, 64 Un- 
der the legislation, all Federal agencies that use 
such training software are to designate a train- 
ing technology transfer officer. It also would 
establish an overall Office of Training Tech- 
nology Transfer in the National Technical In- 
formation Service of the Department of Com- 
merce. Among other things, the office would 
compile and maintain an inventory of Federal 
training technologies. The bill also would 
establish a mechanism to encourage the in- 
volvement of for-profit companies in convert- 
ing or modifying Federally developed training 
technologies so that they can be effectively 
used by non-profit institutions. (See ch, 2 for 
further discussion of this legislation.) 



^Information provided by the National Commission on 
Libraries and Information Science. 
M Sec. 3 of S.1662. as introduced on Sept. 19, 1985. 
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OVERCOMING BARRIERS TO ADULT EDUCATION 



While the number of adults in education and 
training courses has increased greatly over the 
last 25 years, many people most in need of edu- 
cation and training are nonparticipants. No na- 
tional surveys have been made to determine 
why people fail to take advantage of adult edu- 
cation. However, State and local studies have 
identified impediments to participation, some 
of the most common of which are listed in ta- 
ble 7-4. 

Some barriers arise from the life experience 
and situation of the person: for example, many 
adults lack self-confidence or motivation to 
make education pay off in the job market. Other 
problems are institutional or structural: peo- 
ple who live in rural areas are less likely to have 



M Scme of the discussion in this section is drawn from Nor- 
man D. Kurland & Associates, The Role of Technology in the 
Education* Training and Retraining of Adult Workers, a previ- 
ously cited contract report prepared for OTA, and Ivan Charner 
and Byrna Shore Fraser, Access and Barriers to Adult Educa- 
tion and Training, another previously cited contract report pre- 
pared for OTA. 



Table 7-4.— Barriers to Adult Participation in Education 



Category and specific barriers 

Situational barriers: 

• Not able to afford the class 

• Lack of time 

• Not able to enroll because of lack of previous education 

• Family responsibilities 

• Job responsibilities 
Social-psychological barriers: 

• Lack of confidence in ability 

• Feeling too old to learn 

• Low self«esteem 

• Tired of school 

• Lack of interest 

• Family or friends do not approve 

Structural barriers: 

• Inconvenient course scheduling 

• Work schedule prevents class attendance 

• Lack of transportation 

• Relevant courses not offered 

• Financial support restrictions 

• Program is too long to complete 

• Too much red tape 

• Lack of information about courses 

• Lack of information on support assistance 

• Inadequate counseling 

SOURCE: Adapteo by the Office of Technology Assessment from Wan Charnor 
and Bryna Shore Fraser, "Access and Barriers to Adult Education and 
Training," contract report prepared for the Office of Technology As* 
sessment. September 1984 



a full range of educational services available, 
and in many urban areas, some education pro- 
grams may be offered in suburban locations 
that inner-city residents find difficult to reach. 
Costs of adult education, while often reason- 
able, may be too high for unemployed or low- 
income adults to pay without help. Finding ■ 
relevant courses that fit in with adult sched- 
ules is also a problem for many adults. 

As experience with adult learners has grown, 
it has become clear that changes in traditional 
curricula, teaching methods, and delivery ap- 
proaches are often needed for a program to 
work well with adults. Good adult education * 
programs must respond to real-world needs of 
participants for skills, jobs, or services, and \ 
must be delivered in ways that overcome bar- 5 
riers that prevent adults from participating. 
Some approaches to accomplish this are brief- 
ly discussed in the next three sections. \ 

Employer Involvement in 
Basic Skills Education 

Many employed workers with basic skills 
deficiencies find little reason to participate in * 
remedial education offered b> public schools. 




Photo cndtt: UAWford National Development Training Canter 



Adult participation in education and training can be 
facilitated if courses are provided at convenient times 
and places. This computer literacy project is being 
provided at a local union hall, as part of an employee 
development and training program. 
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Some workers, such as high school graduates 
with poor basic skills, may not recognize that 
they have educational deficiencies that could 
affect their job performance. A number of cor- 
porations have become involved in basic skills 
education, and some offer basic skills educa- 
tion to their employees. These corporate pro- 
grams can overcome some barriers that keep 
some working adults from taking adult educa- 
tion classes offered by public school systems. 
In particular, onsite programs can reduce 
scheduling and transportation conflicts, espe- 
cially if the classes are offered at worksites dur- 
ing or after shifts. A few corporations over- 
come time barriers, which can be significant 
for workers with families, by offering courses 
on company time. Corporate and union en- 
couragement also can help motivate some em- 
ployees to take advantage of adult education 
opportunities. Employer involvement in adult 
literacy programs is being actively encouraged 
through the Business Council on Effective 
Literacy (BCEL), a publicly supported founda- 
tion set up in 1983 to increase corporate aware- 
ness of functional illiteracy problem. 8 * 

Employer-provided basic skills programs are 
probably more common than is generally rec- 
ognized. However, little information is avail- 
able about the number and effectiveness of 
such programs, or how many workers are 
served by them. It is difficult to judge whether 
more firms offer basic education to their em- 
ployees than in the past, simply because few 
firms were surveyed until recently and no sur- 
vey is complete* Training magazine's 1985 sur- 
vey of U.S. companies with more than 50 em- 
ployees found that about 19 percent of the 
firms that responded offered some form of re- 
medial education; this was an apparent reduc- 
tion since the 1984 survey, when one-fourth of 
the responding firms said they offered reme- 
dial education. 

Another source of information about cor- 
porate involvement in remedial education 
comes from the Center for Public Resources' 
1982 study of basic skills in the U.S. work force. 

••BCEL activities include publication of reports and a quar- 
terly newsletter for the business community on adult literacy 
programs, planning, and issues. 



Three-fourths of the 184 firms that responded 
to ihe CPR survey (although not a representa- 
tive sample of U.S. business) offered basic skills 
competency programs to their employees. 
About 35 percent of the firms simply offered 
tuition assistance to employees, while the re- 
mainder either provided courses onsite or in 
cooperation with other companies. Survey re- 
spondents were also active in partnership pro- 
grams with local high schools, aimed at im- 
provir g educational skills of young people who 
will soon be in the labor market. Table 7-5 gives 
examples of such cooperative approaches. 

Most of the companies responding to the 
CPR survey were primarily concerned about 
deficiencies in oral communications and com- 
putation. However, some companies have 
broader programs. Nabisco Brands offers em- 
ployees at its Suffolk, Virginia, Planters Pea- 
nuts factory 4 hours of elementary school 
courses a week on company time, with addi- 
tional classes available on their own time. 07 
Sprague Electric Co., in Sanford, Maine, offers 
its employees time off to attend a nearby school 
to improve their reading.* 6 Both Polaroid Corp. 
and the Cheseapeake & Potomac Telephone Co. 
(serving the Washington, DC region) have of- 
fered remedial education to workers for more 
than 10 years. Other innovative programs, such 
as Kimberly-Clark's Educational Opportunities 
Plan and Mountain Bell's onsite Career Re- 
source Center, can be used by employees to 
overcome basic skills deficiencies. 

While some larger companies offer onsite re- 
medial education programs to their employees, 
most smaller companies cannot do so. Some 
public school systems now provide basic edu- 
cation and GED preparation at plant sites if 
asked by an employer, usually at cost. Mont- 
gomery County, Maryland, for example, has 
been offering a range of remedial education 
services to local firms for several years. Em- 
ployers receive contractual services that are de- 
signed to meet the particular needs of the com- 
pany and its employees. The county also offers 
courses in English as a second language at 

•'"How Business Is Joining the Fight Against Functional Il- 
literacy/' Business Week, Apr. 16, 1984, p. 98. 
"Basic Skills in the U.S. Workforce, op. cit., p. 28. 
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Table 7-5.— Corporate and School System Models To Improve Basic Skills Competencies 



Subject focus 



Locus 



Models 
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s 3 ? 
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Form 



±2 
2 



c= S 

•2 .? 



v> o 



t: 



3 i*» 



Banker's Life Co. "People Handle with Care" X 

City National Bank X 

McGrew HII1-"Numbers Skills X 

Mountain Bell X 

Polaroid X 

Kimberly-Clark X 

Sprague Electric Co X 

Boston Edison X X ... X 

Chesapeake & Potomac X ... X 

Pittsburgh Public School System X ... X 

Continental Illinois Bank & Trust Co X ... X 

Ralston Purina Co X 

Reader's Digest X X 

General Foods X ... X • 

Mutual Benefit Life / ... x 

Rexnord X ... X 

Vought Corp X ... X 

Omaha National Bank X 

Manufacturers Hanover X 

General Feeds "Operation Opportunity" X 

Security Pacific National Bank "Project STEP" X 

Kaiser Aluminum X X 

Genessee Intermediate School District/ 

Flint Chamber of Commerce X X 

Summer School District X X ... 

Digital & Intel w/ Paradise Valley USD X 

Lawrence School Department X 

Harrisburg School System X 

Xerox Corp X 

Eastman Kodak X ... X 

Erie Opportunities Industrialization Center X X X X X 

Merit Employers Clerical Enrichment Program X 

National Association for Drug Abuse X 

Trilateral Council for Quality Education X 

New Horizons X X 

Worcester Area Career Consortia X 

Control Data X X X X X X 

Washington, DC School System X ... X X X X X ... X 

S eattle Public Schools X X X ... X ... . 

a l,icludfng work behavior skills. _ _____ ___ 

SOURCb James F Henry and Susan Ueber Raymond, Basic Skills in the US Work Force (New York. Center for Public Resources, 1963), p. 29. 



X X 



X X 



X 
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planJ sites, a service that is well-received by lo- 
cal employers because of the large number of 
recent immigrants to the area. 

Affiliations between local ABE projects and 
businesses and unions to provide basic skills 
instruction to workers are fairly common. Ac- 
cording to a recent survey of State adult edu- 
cation directors, about 4,000 arrangements of 
this sort exist among the 31 States that have 
formal programs to involve companies and 



unions in ABE projects. Most of these projects 
involve small or medium-size corporations. 
Federal Adult Education Act funds, appar- 
ently, provided the greatest amount of money 
for these services, followed in order by busi- 
ness and industry funding, other State and lo- 
cal funds, JTPA, and other sources, 69 



••Jorie Lester Mark and Garrett Murphy, "The Basic Skills- 
Business/Union Connection," American Association for Adult 
and Continuing Education, Washington, DC, October 1985. 
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Some private community-based foundations 
are also active in promoting basic education 
at the work site- In the Twin Cities, Literacy 
•85, a project of the St. Paul Foundation, will 
assess basic skills of workers, and develop spe- 
cial curricula for employers wide; contract. 

Many workers faced with imminent layoffs 
or displacement can also benefit from reme- 
dial education course offerings, provided suffi- 
cent time is available to institute a program. 
Often, such programs depend on cooperative 
efforts on the part of management, unions, and 
educational institutions. 

A successful program of this sort was run 
cooperatively by the Ford Motor Co. and the 
United Autoworkers prior to the planned shut- 
down of Ford's Escort assembly plant in Mil- 
pitas, California, in the spring of 1983. (This 
program is described in ch. 6.) During the 6- 
month period prior to the shutdown, the com- 
pany and union undertook an extensive edu- 
cation and retraining program. Initial testing 
of over 1,600 workers showed that 11 percent 
scored below the sixth grade level, and another 
16 percent were below the eighth grade level. 70 

As a result, the union-management team re- 
alized that remedial education would be ex- 
tremely important to the success of their 
planned occupational retraining programs. 
The team called in the Milpitas Unified School 
District, which offered the workers courses at 
the plant site, after hours in the 5 months be- 
fore the plant actually closed in May 1983, and 
during the day through most of the following 
year. Intensive courses in basic education, al- 
gebra and pre-algebra, GED preparation, and 
English as a second language were offered 
each time, depending on the workers* needs 
and enrollment levels. The courses were re- 
peated six times over the entire course of the 
project, giving the displaced workers several 
opportunities to participate. 

Because of the flexible scheduling, the use 
of the plant site both before and after the shut- 
down, and the union's active encouragement, 

"Carol A. Upton, Meeting the Educational Needs of thb 
UAW/Ford Displaced Workers (San Jose, CA: San Jose State 
University. 1984), p. 13. 



response to the course offerings was very high. 
By May 1984, a year after the plant had closed, 
over one-third of the laid-off workers (770) had 
taken one or more classes. Of these, 341 en- 
tered occupational training programs and 205 
were placed in jobs, for a total of 546 success- 
ful completions. 71 As the result of these courses, 
175 displaced workers passed the GED exam- 
ination. 72 

Designing Programs To Meet Adult Needs 

Adults who do not think of education as a 
continuing activity in their lives may not turn 
to it even when education could help them 
make occupational adjustments to threatening 
changes in the local economy. Programs ic at- 
tract these adults, therefore, are more likely to 
succeed if they are designed to anticipate the 
special problems and needs of the group they 
are intended to serve. A successful remedial 
education program for laid-off auto workers, 
such as the Milpitas project described above, 
may have quite different characteristics than 
projects that are successful among rural peo- 
ple or economically disadvantaged adults in the 
inner city. Three projects that have been spe- 
cially designed to meet the needs of specific 
groups of adults are discussed briefly below. 

Adults who live in rural areas often have dif- 
ficulty in obtaining educational services that 
meet their specific needs. Some rural adults 
who are functionally illiterate high school grad- 
uates, for example, may not be eligible for some 
local GED programs and may live too far away 
to take advantage of the voluntary literacy pro- 
grams that can be found in many urban areas. 
A program offered by the Center for Adult Edu- 
cation of the West Virginia Institute of Tech- 
nology is aimed at serving this group. 

Begun in the fall of 1983, the project is based 
on the premise that adults will be more likely 
to stay in remedial education if they learn to 
read about issues that concern them most. 

"A few workers were enrolled in remedial education courses 
at that time, and <nany were enrolled in occupational training 
classes, making it impossible to determine final job olacements. 

""Related Basic Skills Vocational Training UAW/Ford- 
Milpitas Adult Education Grant 200** (unpublished data from 
Milpitas Unified School District, dated Apr. 9, 1984). 
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Adults are encouraged to define their own in- 
terests, and the materials used to teach them 
(e.g., union contracts, welfare regulations, or 
newsletters) reflect their life experience. 
Courses are sponsored by unions, community 
groups, and prisons, and these organizations 
provide the location for classes. The program 
uses adult adjuncts (former project participants 
or staff from unions, prisons, and community 
groups) to help in the teaching, and partici- 
pants are paired to reinforce learning. This in- 
formal support network, along with using read- 
ing materials that participants are comfortable 
with, helps overcome deficiencies in self- 
confidence. 73 

Although a promising approach, the project 
is only reaching a very small portion of the 
State's adults with literacy problems. About 
250 adults participated in the program during 
its first year, and another 175 people in the sec- 
ond year. Most were unemployed mine work- 
ers or textile workers. A variety of different 
measurements of the effectiveness of the ap- 
proach have been made by the project staff. 
Participants given standardized tests fre- 
quently used in adult education classes did 
very well in language skills. The program was 
funded by the U.S. Department of Education's 
Fund for the Improvement of Postsecondary 
Education through a 2-year $180,000 grant. 74 

In another part of rural America, a quite 
different kind of literacy problem— the need for 
computer literacy— is being addressed by an 
Idaho project for rural adults. Acronymed 
READI, the project arose from a recognition 
that an increasing number of rural jobs in the 
State required workers to use computers, but 
training opportunities in rural areas were very 
limited. Among other developments, computer- 
ized lumber mills were being built in the State, 
and many farmers felt, a need to learn how to 
use computers in bookkeeping and farm man- 
agement. Computers are also increasingly used 
by the rural banking industry, local govern- 
ment, and county extension offices. 



"Charner and Fraser. op. cit.. pp. 85-86. 
"Information provided by the staff of the Center for Adult Edu- 
cation of the West Virginia Institute of Technology. 



Begun in the fall of 1983, the program is 
administered by the University of Idaho's co- 
operative extension department. Two major 
goals were identified: developing a curriculum 
to teach rural adults how to use computers 
(programming computers is not part of the ob- 
jective), and developing an appropriate deliv- 
ery system for rural communities. Access to 
computers has not been a problem, since com- 
puters in county exte^ion offices and local 
high schools, as well as the university's exten- 
sion system computer are available to par- 
ticipants. 

The project relies heavily on local advisory 
committees, who are actively involved in the 
actual delivery of the program. Peer teachers 
(local owners of small businesses, farmers, and 
homemakers) are selected by the local advisory 
committees an J trained by project staff to re- 
cruit students and teach the courses under the 
overall supervision of the project staff. This ap- 
proach is intended to encourage participants 
to exchange ideas and feelings, and increase 
their self-confidence. The courses are provided 
free of charge to participants, and are held two 
evenings a week for a 4-week period. Job refer- 
ral services are also made available to par- 
ticipants. 

From the summer of 1984 through fall of 

1985, about 500 people took the course. About 
one-third of these people were self employed 
people who use computers in their businesses. 
Another third of the students were taking 
courses to get jobs in such fields as bookkeep- 
ing, word processing, or office work. The proj- 
ect is expected to continue through the fall of 

1986. It is funded by a $268,000 3-year grant 
from the Fund for the Improvement of Post- 
secondary Education, and about $150,000 in 
matching funds. This includes course develop- 
ment costs, as well as peer teacher training, 
outreach, and delivery. 

Urban areas generally have a far broader 
range of educational services for adults than 
is typically present in rural America. However, 
cities that are confronted with widespread lay- 
offs or unemployment may have an immedi- 
ate need to provide job counseling, education 
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and retraining, and other services to the un- 
employed that exceed local capabilities. 

In Detroit, where heavy layoffs in the auto 
f industry in the early 1980s created massive 
I displacement, a project called the Communi- 
■ cation/Information System for the Unemployed 
I (CISU) has tapped the potential of television 
: to bring education and information services to 
large numbers of displaced workers. CISU is 
sponsored by Wayne State University and a 
f number of other schools that formed the South- 
i eastern Michigan Educational Television Con- 
sortium in the late 1970s, WTVS (the Detroit 
public television station), the United Auto 
: Workers* the Michigan Employment Security 
; Commission, and a number of other organiza- 
* tidiis.™ 

When the layoffs hit Detroit in the early 
I 1980s, the consortium, in coalition with U AW, 
; the State employment security commission and 
WTVS, were able to use television to provide 
] the unemployed with information on the local 
\ job market, job-hunting techniques, and oc- 
cupational training. In 1982, the coalition set 
lip CISU to provide information and education 
! services on a continuing basis, and in 1983, 
f CISU received a JTPA Title III grant from the 
\ Governor's office for job training to make 
displaced workers aware of locally available 
? services* 

CISU provides information to unemployed 
: viewers about services that are available locally 
through use of public broadcasting, cable tele- 
vision, and instructional television fixed serv- 
ice (ITPS). A 24-hour cable television channel, 
called the Working Channel, offers courses and 
services related to job search assistance, job 
listings, "survival" information services, GED 
: and ABE courses, and vocational training. 
ITFS is used to deliver material for broadcast 
to the many cable systems involved in the 
project. 

The Working Channel can be viewed not 
only in homes equipped for cable, but also at 
over 200 sites in southeastern Michigan. To 



75 This discussion of CISU is based on Norman D. Kurland & 
Associates, op. cit., p. 7, and additional information provided 
by CISU staff. 




serve areas without cable, about 50 viewing ( 
sites have been equipped with dish-antennas 
that allow them Ic receive direct transmission 
of programs through ITFS (this low-powered, \ 
short-distance transmission system was dis- 
cussed in the instructional technology section 
earlier in this chapter). Another 150 viewing ■ 
sites have been set up in areas served by ca- 
ble, as well. Sites include union halls, churches, I 
public service agencies, libraries, and commu- 
nity colleges, among others. Unemployed peo- \ 
pie also have the opportunity to come to these 
centers to participate in working circles, groups 
of 5 to 15 people that work together to address 
common problems. Videoconferencing is used 
so that different working circles can exchange l 
information and perspectives. 

Unemployed workers in Detroit also can ben- ] 
efit from Wayne State University's "weekend ] 
college," a program begun in 1973 to reach 
working adults through televised courses, com- j 
plemented by classroom sessions on the week- 
ends. In 1975, Michigan's employment secu- 
rity commission held that unemployed workers 
could receive unemployment insurance bene- 
fits while attending the weekend college. An 
effort is being made to encourage unemployed 
workers to use Pell grants and tuition grants [ 
to enter the degree program. 

Although it would be a mistake to general- 
ize too much from these few examples, it is 
clear that education programs that are aimed 
at a specific part of the adult population— such 
as unemployed workers or educationally dis- 
advantaged adults— work best when they are i 
designed with the specific needs of the target « 
population in mind. Programs that are effec- 
tive in responding to the educational objectives : 
of mature adult workers often require modifi- 
cations in traditional curricula and teaching 
methods, as well as innovative approaches in 
the delivery of education. Often, these pro- 
grams will involve linkages between educa- 
tional institutions and business, unions, and 
community organizations. 

Targeting Occupational Training to Job Needs 

Communities or regions that are responsive 
to changing labor market needs are often able 
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to attract new industry , even if they have lost 
some of their old employment base. Local voca- 
tional education institutions can be an impor- 
tant factor in attracting new industry to an 
area, as a 1984 study of Lowell, Massachusetts, 
suggests. 70 The area has experienced a great 
deal of structural change since I960, with large 
job losses in textiles and apparel and a major 
influx of jobs in such industries as computers, 
electronics, transportation equipment, and in- 
strument manufacturing. Over the same 
period, the occupational training system ex- 
panded rapidly and changed its curriculum to 
meet the changing needs. Between 1970 and 
1982, over 85 percent of the graduates of pub- 
lic and private vocational schools received skill 
training that was "on target" or "reasonably 
aligned 99 with occupational employment 
changes. Courses in skills required by the 
rapidly-expanding "high-tech" sector grew 
twice as fast as other training programs. 77 

Firms generally consider the availability of 
a skilled work force to be an important factor 
in making location decisions. A recent OTA 
report found that about half of all State efforts 
to attract high-ttchnology development in- 
cluded education and training programs. 78 
Strong vocational education programs alone 
cannot create a healthy economy. However, a 
recent report by a committee of the National 
Research Council found that firms may well 
be attracted to areas that have strong vocational 
programs that meet the particular firms 
needs. 79 

A number of steps can be taken to target oc- 
cupational training more closely to real-world 
job needs. Information about the training 
needed to develop skills for specific jobs can 



"Patricia M. Flynn, Production Life Cycles and Their ImplU 
cations for Education and Training (Waltham, MA: Bentley Col* 
lege, 1984). 

"Ibid., p. V-2. 

7I U.S Congress Office of Technology Assessment, Technoh 
ogy t Innovation and Regional Economic Development, OTA* 
STI-238 (Washington, DC: U.S. Government Printing Office, 
1984), p. 62. 

"National Research Council Committee on Vocational Edu- 
cation and Economic Development in Depressed Areas, Edu* 
cation for Tomorrow*s fobs (Washington, DC: National Acad* 
emy Press, 1983), pp. 66-67. 



be very important. Sometimes, careful study 
will reveal mismatches in the requirements of 
vocational skills training courses and the kinds 
of skills that are really needed on a job. For ex- 
ample, an extensive study of job requirements 
in Canada found that, while communications, 
reasoning skills, and interpersonal skills were 
important to a wide variety of jobs, vocational 
skills training courses included requirements 
far beyond these generic skills, especially in 
mathematics and science. As a result of the 
study, the Ontario community colleges greatly 
reduced the science component in several skills 
training courses. In the United States, the De- 
partment of Defense, through such efforts as 
the Army's Baseline Skills Research Project 
(discussed earlier in this chapter), is develop* 
ing a great deal of intormation about the basic 
education and training requirements needed 
to perform specific jobs in the military. Since 
many military jobs have civilian counterparts, 
this information may be useful to corporate 
trainers and vocational education teachers out- 
side of DOD. 

Another approach to closer targeting of voca- 
tional courses to real-world training needs is 
collaboration between institutions that provide 
vocational education and local business. Since 
passage of the Vocational Education Act of 
1963, private sector involvement in planning 
of vocational education has been encouraged 
through various advisory councils at all levels 
of government. The National Research Coun- 
cil study referred to above found that high- 
quality vocational education programs typi- 
cally had developed close ties with business 
and labor. 80 However, it also concluded that 
more effort is needed to extend collaborative 
ventures to other programs and situations. 

The National Research Council study fo- 
cused primarily on vocational education in the 
secondary schools. However, the trend towards 
increased partnerships between community 
colleges and local business also can lead to 
closer targeting of vocational education with 
the needs of the local labor market. These ar- 
rangements with business take a variety of 



*>Ibid., p. 68. 
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forms, including plant-specific training pro- 
vided by the college under contract with a lo- 
cal employer, equipment use or donation, indus- 
try assistance in developing programs, faculty 
assignments in industry, industry personnel 
provided as part of the instructional staff, shar- 
ing of facilities, and on-the-job training. 

Employees in firms engaged in such partner- 
ships often stand to benefit from the arrange- 
ment. Some employees who might not participate 
in a skills training course may be encouraged 
to do so if it is linked to their own firm. Some 
firms pick up the cost of courses when their 
employees take them, and a few even allow em- 
ployees to take these courses on company time. 
Lack of self-confidence may also be overcome 
when courses are offered at the workplace and 
classes are made up of peers, rather than 
younger, full-time students. 



Such cooperative arrangements benefit com- 
munity colleges in several ways by broaden- 
ing their ability to meet community needs, en- 
hancing program offerings, and increasing 
revenues. However, concern exists that part- 
nerships could lead some schools to lose sight 
of their broader educational mission, and that 
other important program commitments could 
be diminished. Areas for concern include pos- 
sible loss of faculty to industry; overreliance 
on short-term programs to support the college; 
the chance that industry's specific training 
demands may threaten the schools' responsi- 
bility for providing programs with the same 
standards as its on-campus offerings; and the 
danger that focusing on job-specific training 
may limit the general employability of work- 
ers and reduce the adaptability of the work 
force. 



FEDERAL SUPPORT FOR ADULT EDUCATION AND TRAINING 



While the Federal Government contributes 
less than 10 percent of all funds for public edu- 
cation nationwide, it plays a more important 
role in State and local programs providing 
adults with basic education and vocational edu- 
cation. The Adult Education Act (AEA), admin- 
istered by the U.S. Department of Education 
(ED), contributes nearly half of the funds States 
and localities spend for adult basic education 
under this program. Under the Carl D. Perkins 
Vocational Education Act, enacted by Con- 
gress in 1984, the States are now required to 
target some of the grants they receive from the 
Federal vocational education (Voc Ed) program 
(also administered by ED) to provide more 
vocational education opportunities to adults, 
with the Federal Government authorized to 
pick up half or, in some cases, all of the costs 
of such programs. 

Due to changes made in 1984, the AEA and 
Voc Ed laws authorize States to give employ- 
ers, for-profit schools, and businesses that spe- 
cialize in educational services a greater role in 
these programs than heretofore. Hie 1984 amend- 



ments also call for greater coordination of these 
programs with JTPA (which is administered by 
the Department of Lc^or). Some funds appro- 
priated under Title II of the Job Training Part- 
nership Act are earmarked to State continuing 
education agencies, including vocational and 
adult education agencies. 

Most other kinds of continuing education re- 
ceive little direct support from the Federal Gov- 
ernment, but indirect support is important. The 
tax code allows businesses to treat the costs of 
training work forces as a normal business ex- 
pense in calculating their Federal taxes, and 
individual workers can write off tuition ex- 
penses for courses that are directly related to 
their current jobs. Also, from 1978 through 
1985, employees did not have to consider tui- 
tion and other forms of educational support 
provided under qualified company programs 
as income on which they owe Federal taxes. 
This provision will not apply in the 1986 tax 
year unless extended by Congress. Some adults 
also receive support from Federal student aid 
programs. 
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The Adult Education Act 

The Adult Education Act, first enacted in 
1966 but amended most recently in 1984, is the 
largest Federal program supporting remedial 
education for adults. AEA provides grants to 
States for local programs of adult basic edu- 
cation, adult secondary education, and English 
as a second language. The Federal Government 
is authorized to provide up to 90 percent of the 
cost of providing these services, with the bal- 
ance contributed by the State. In practice, the 
State cost-share varies significantly. Some 
States contribute the minimum, while others 
pick up three-quarters or more of the cost of 
providing these services. 

About 2.3 million people took part in AEA- 
supported projects in the 1981 program year, 
the last year for which official data on partici- 
pation are available. According to unofficial 
data provided by State administrators, about 
2.6 million adults were served by AEA projects 
in 1984, including 1.8 million people in ABE 
classes, and 760,000 people in ASE courses. An 
estimated 281,000 people completed GED re- 
quirements in 1984. The 1984 information is 
not based on official U.S. Department of Edu- 
cation data, however. In 1981, the Administra- 
tion placed restrictions on the kinds of data that 
the States were required to report under AEA. 
As a result, much of the State and local infor- 



mation for program years 1982 through 1985 
is based on data provided unofficially by the 
States. In reauthorizing the program in 1984, 
Congress authorized the Department of Edu- 
cation to obtain additional program data from 
the States, so that more detailed official report- 
ing on AEA can be expected in the 1986 pro- 
gram year. Table 7-6 shows selected character- 
istics of participants in the AEA program. 

Federal funding for AEA has fluctuated over 
the last 5 years; in fiscal year 1981, $100 mil- 
lion was appropriated for the program. In fis- 
cal year 1982, funding for AEA was reduced 
to $86.4 million. In fiscal years 1983 and 1984, 
funding was increased to $95 million and $100 
million respectively. 81 The Adult Education Act 
Amendments of 1984 (Title I of Public Law 98- 
511) authorized the appropriation of $140 mil- 
lion in adult education funds for fiscal year 

1985, and such sums as may be necessary for 
fiscal years 1986 through 1988. Congress ap- 
propriated $102 million for the program in fis- 
cal year 1985 and a like amount for fiscal year 

1986. The adult education program is a forward- 
funded program, so that funds actually appro- 



e, Appropriations for State grants, teacher training, and spe- 
cial projects gradually increased from about $20 million in fis- 
cal year 1965 to a high point of $122 million in fiscal year 1980. 
(This included $22 million in emergency funding for English 
training of Cuban, Haitian, and Indochinese immigrants.) 



Table 7-6.— Demographic Characteristics of Participants in Adult Education Projects, by Program Type 



Participation, by program type (percent) 





Adult basic 


Adult secondary 


English as a 




Characteristic 


education 


education 


second language 


All programs 


Sex: 










Male 


45.6 


41.1 


47.4 


41.2 


Female 


54.4 


58.9 


52.6 


58.8 


Age: 










16 to 21 years old 


31.0 


47.5 


22.9 


22.4 


22 to 34 vears old 


37.6 


33.8 


44.9 


42.7 


35 to 59 years old 


24.2 


15.8 


25.9 


28.2 


^60 years old 


7.3 


2.9 


6.4 


6.7 


Ethnicity: 












24.8 


6.6 


57.3 


20.6 


Native American 


1.1 


1.4 


0.1 


1.2 


Asian/Pacific 


1.7 


0.1 


31.1 


7.5 


Black, not Hispanic 


22.5 


18.7 


0.5 


27.4 


White, not Hispanic 


49.9 


73.2 


11.1 


43.3 



SOURCE: U.S. Department of Education, Office of Vocational and Adult Education. 
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priated for fiscal year 1986 will be expended 
between July 1986 and September 30, 1987. 

In program year 1982, the Federal Govern- 
ment provided about 44 percent of the $229 
million that State education agencies and lo- 
cal school districts spent on AEA programs, 
the Federal share declined to about one-third 
of AEA costs in program year 1983; about $259 
million was spent on AEA programs that year, 
with the State and local contribution amount- 
ing to $173 million. California accounted for 
most of the increase in State spending, contrib- 
uting $103 million in program year 1983, com- 
pared to $64.8 million in program year 1982. 
The decline in the Federal share also reflects 
the reduced Federal expenditures for AEA in 
fiscal year 1982. 

In 1978, Congress called for expansion of the 
AEA delivery system so that it would include 
other organizations besides the public school 
system, including business, labor unions, and 
community organizations. As shown in table 
7-7, a high proportion of adult education 
projects, especially ABE projects, are now 
given outside traditional elementary and sec- 
ondary school settings. Congress also author- 
ized the States to allocate some of their AEA 
funds to nonprofit organizations to establish 
or expand adult education projects. In its 1984 
amendments, Congress authorized States to 
use AEA funds for projects run by for-profit 
organizations that could make a "significant 
contribution" to attaining the objectives of the 



act, and if the for-profit agency could provide 
"substantially equivalent education at a lesser 
cost" or provide "services and equipment not 
available in public institutions." 82 

Section 310 of AEA requires States to allo- 
cate at least 10 percent of their Federal grant 
to special experimental demonstration projects 
and teacher training. Special projects include 
those involving innovative methods, materials, 
or programs. Funding for Section 310 projects 
involving instructional technology doubled be- 
tween fiscal years 1983 and 1985, from $600,000 
to $1.2 million* States have also used Section 
310 funds to develop new assessment materi- 
als and procedures, such as the California 
Adult Student Assessment System (CASAS). 
CASAS is intended to improve competency- 
based adult education programs. 

Section 309 of AEA authorizes the Secretary 
of Education to set aside 5 percent of appro- 
priated funds (but only when annual appropri- 
ations are over $112 million) for special research, 
development, demonstration, dissemination, 
and evaluation projects. Three kinds of activi- 
ties are authorized: 1) "improving adult edu- 
cation opportunities for elderly individuals and 
adult immigrants"; 2) "evaluating educational 
technology and computer software suitable for 
providing instruction to adults"; and 3) "sup- 
porting exemplary cooperative adult education 



"Adult Education Act Amendments of 1984, Public Law 98- 
511, Sec. 304. 



Table 7-7.— Selected Characteristics of Adult Education Projects 



Participation, by program type (percent) 




Adult basic 


Adult secondary 


English as a 




Characteristic 


education 


education 


second language 


All programs 


Setting: 










Elementary school 


12.6 


5.6 


5.5 


8.6 


Secondary school 


14.4 


44.1 


32.5 


29.0 


Community college/vocational* 










technical school 


5.5 


12.2 


15.0 


9.8 


Adult learning center 


26.3 


25.9 


33.8 


27.6 


Other 


41.2 


12.2 


13.3 


25.1 


Format: 










Individualized instruction 


37.7 


66.4 


13.8 


44.0 


Group instruction 


27.1 


21.5 


41.8 


27.7 




35.2 


12.1 


44.4 


28.2 



SOURCE: US. Department of Education, Office of Vocational and Adult Education 
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programs which combine the resources of busi- 
ness, schools and community organizations." 
Funding for AEA has not reached the $112 mil- 
lion level, and Section 309 has not been used. 

The Vocational Education Program 

A continuing program of Federal support for 
vocational education has been in place since 
1917, when the Smith-Hughes Act first author- 
ized grants to States fcr vocational education 
in public schools and other noncollegiate in- 
stitutions. Several subsequent pieces of legis- 
lation, including the vocational education acts 
of 1946, 1963, 1976, and 1984 expanded Fed- 
eral support for vocational education. While 
Federal funds comprise only about 10 percent 
of total State and local vocational education ex- 
penditures, most of these funds are targeted for 
specific objectives (such as serving the needs 
of special populations or promoting innovation 
in vocational education), and often support half 
or more of a State's activities aimed at these 
specific objectives. 

In 1984, Congress made far-reaching changes 
in the Federal vocational education program 
through enactment of the Carl D. Perkins Voca- 
tional Education Act (Public Law 98-S24). 83 The 
new law places substantially more emphasis 
on providing vocational education opportuni- 
ties to adults, displaced homemakers and sin- 
gle parents, and workers displaced by techno- 
logical change or in need of training to remain 
employed The law also authorizes States to use 
Federal funds to support employers in train- 
ing and retraining of employees in some cir- 
cumstances, and emphasizes basic skills edu- 
cation to a greater degree than prior vocational 
education law. State vocational education 
plans are to specify coordination provisions 
with Job Training Partnership Act and the 
Adult Education Act. 



"Public Law 98*524 amends and replaces the Vocational Edu- 
cation Act of 1963 (Public Law 88*210). It is named the Carl D. 
Perkins Vocational Education Act, in honor of the iate Congress- 
man from Kentucky who died in 1984. 



The 1984 law authorizes the appropriation 
of $950 million for vocational education in fis- 
cal year 1985. and such sums as may be nec- 
essary for fiscal years 1986 through 1989. to 
support several existing and new program ob- 
jectives. As a forward-funded program, fiscal 
year 1985 funds will be disbursed in the July 
1985 to September 30, 1986 period. Major pro- 
visions in the law that apply to training and 
retraining of adult workers are discussed 
below. 

Basic State Grants (Title II).— Basic grants, which 
are allocated to the States by a funding formula, 
comprise about 84 percent of the total funds 
authorized under the 1984 act. States can use 
these basic grants for three kinds of activities: 
State administration; provision of 'Vocational 
education opportunities" to certain population 
groups (Title II A); and for "improvement, in- 
novation and expansion" of vocational educa- 
tion (Title IIB). Congress appropriated $782.5 
million for the basic grants in fiscal year 1985, 
and $782.4 for fiscal year 1986. 

Of the total basic State grant, up to 7 percent 
can be used for State administration, and of the 
balance remaining, 57 percent is to be used to 
provide vocational education opportunities. 
This is to take the form of vocational educa- 
tion services and activities that "meet the spe- 
cial needs" and enhance participation of sev- 
eral groups of people, including adults in need 
of training or retraining, and single parents and 
displaced homemakers (Title IIA). States must 
match the 12 percent of the Title II allocation 
that is earmarked for adult training and retrain- 
ing needs, while there is no matching require- 
ment for the State in the case of the 8.5 per- 
cent of the Title II funds that is directed at 
single parents and displaced homemakers. 
Other groups of people covered by the targeted 
Title IIA allocations are handicapped persons, 
the disadvantaged, individuals in programs to 
eliminate sex bias and stereotyping in voca- 
tional education, and criminals in correctional 
institutions. 

States have greater discretion in the use of 
the remaining 43 percent of their basic grant 
that is earmarked for improvement, innovation, 
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and expansion of vocational education under 
Title IIB. Among many other things, States are 
authorized to use these funds for improving or 
expanding adult programs for upgrading the 
skills of employed workers, workers who are 
unemployed or threatened with displacement 
due to technological change or industrial dis- 
location, workers with limited English profi- 
ciency, and displaced homemakers. The law 
also authorizes States to use Title IIB funds to 
provide stipends for students with "acute eco- 
nomic needs" which could not be met through 
work-study programs. The stipends cannot ex- 
ceed "reasonable amounts" prescribed by the 
Secretary of Education. 

Under both parts of Title II, States are au- 
thorized to use employers, private vocational 
training institutions and private postsecondary 
institutions as providers of training when these 
private institutions could contribute to the ob- 
jectives of the State plan and could provide 
equivalent training at less cost, or could pro- 
vide equipment or services not available at pub- 
lic institutions. This opens up the possibility 
that more training and retraining activities con- 
ducted by employers will be supported by Fed- 
eral funds. 

State's may use Title IIA allotments for basic 
skills instruction when it is related to instruc- 
tional programs for those special need popu- 
lations targeted by the act. Title IIB funds may 
be used for curriculum development in voca- 
tional education, including application of basic 
skills training. 

Special State Programs (Title III).— Title III of the 
act authorizes grants for five kinds of special 
State programs, including programs for adult 
training, retraining, and employment develop- 
ment. This special grant may be used for voca- 
tional education programs authorized under 
Title II of the law that meet the needs of: 

1. high school graduates or dropouts who 
need additional vocational education to 
enter the labor force; 

2. unemployed people who need training to 
increase their employability; 

3. employed individuals who need retraining 
to keep their jobs, or training to upgrade 



skills so that they can obtain a better or 
more dependable job; 

4. displaced homemakers and single parents; 

5. workers 55 and over; and 

6. employers who require assistance in train- 
ing individuals for new employment op- 
portunities or in retraining employees for 
skills needed because of changes in tech- 
nology, products, or processes. 

The funds can be used for "short-term pro- 
grams of retraining" for upgrading or updat- 
ing skills due to changed work requirements, 
and for "education and training programs de- 
signed cooperatively with employers." The law 
identifies several examples of such cooperative 
efforts, including: 

1. institutional and worksite programs, in- 
cluding apprenticeship programs; 

2. quick-start customized training in new or 
labor short industries; 

3. building linkages between vocational edu- 
cation institutions and private sector em- 
ployers; and 

4. recruitment, job search assistance, coun- 
seling and remedial services, and informa- 
tion and outreach programs. 

The special program funds can also be used 
to cover the costs of serving adults in olher 
vocational education programs, including in- 
struction costs, and costs of keeping school fa- 
cilities open longer. 84 

Although the law authorized the appropria- 
tion of $35 million for this special program for 
fiscal year 1985 (and such sums as are neces- 
sary for fiscal years 1986 through 1989), Con- 
gress did not appropriate funds for this pur- 
pose in fiscal years 1985 and 1986. 

Another special State program authorized by 
Title III is for career guidance and counseling 
(such as activities to assist individuals in main- 
taining marketability of current job skills in 
established occupations, developing new job 
skills to move away from declining occupa- 



"Other examples listed in the law include curriculum devel- 
opment, acquisition of instructional equipment and materials, 
personnel training, pilot projects and related services, and in- 
struction for apprentices in apprenticeship programs. 
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tional fields, and developing midcareer job 
search skills). Also, Title III authorized a spe- 
cial program for industry-education partner- 
ships in high-technology occupations. Con- 
gress did not provide appropriations for these 
programs in fiscal years 1985 and 1986. 

National Programs (Tide IV).— Some of the national 
programs called for by the law also have direct 
relevance to displaced workers. (National pro- 
grams are administered directly by the Depart- 
ment of Education, not the States.) Research 
is to be conducted on, among other things, 
strategies for improving worker training and 
retraining, and development of new curricu- 
lum materials and methods relating to new 
technology, and assessment of workplace 
changes and its effect on individual jobs. An 
independent assessment is to be made of the 
vocational education programs assisted by the 
act, including the effectiveness of the program 
in reaching adults and other people identified 
in Title IIA. The National Center for Research 
on Vocational Education (now housed at Ohio 
State University) is to undertake research and 
development on effective methods to provide 
quality vocational education to these targeted 
individuals, and to report annually on joint 
planning and coordination of vocational edu- 
cation law with JTPA. (The report is to go to 
Congress and the Secretaries of Education and 
Labor). 

The Secretary of Education is directed to set 
up at least one center for retraining of dis- 
placed workers to demonstrate the application 
of vocational education theories to the specific 
problems encountered in retraining displaced 
workers. The Secretary is also to establish 
model centers to focus attention on the voca- 
tional education needs of older individuals 
(those 55 and above), including training and 
retraining of older workers whose skills have 
been rendered obsolete by technological change, 
and older individuals who are displaced home- 
makers. 

Job Training Partnership Act 

The role of remedial and vocational educa- 
tion in retraining displaced workers under Ti- 

ERLC 



tie III of JTPA is discussed in detail in chap- 
ter 6. In addition, Title II of JTPA can be used 
to provide economically disadvantaged adults 
and youths with basic education, vocational 
education, and other educational opportuni- 
ties. 85 For fiscal year 1984, Congress appropri- 
ated about $1.9 billion for Title IIA activities, 
which are directed at provision of training op- 
portunities for economically disadvantaged 
youths and adults. 

The law requires States to allocate 8 percent 
of these funds to State educational agencies, 
including vocational and adult education agen- 
cies. According to U.S. Department of Educa- 
tion survey data on the use of the set-aside, 
States actually utilized $62.8 million for this 
purpose in the initial year (fiscal year 1984). 
Nearly half of the set-aside was used for post- 
secondary education, and about one-third was 
used for vocational education; only about 17 
percent of these funds ($10.7 million) was used 
for remedial education. 86 Thus, it appears that 
most of the Title II set-aside is being used for 
postsecondary and vocational education pro- 
grams, and that the State agencies are using 
only a small portion of the set-aside for reme- 
dial education. 

While displaced worker projects supported 
by Title III of JTPA often provide remedial edu- 
cation, no special funds are set aside for reme- 
dial or other kinds of education under Title III. 
As is discussed in chapter 6, there is an appar- 
ent reluctance on the part of some State agency 
administrators to encourage greater use of re- 
medial education in Title III projects for dis- 
placed workers. The possibility of establishing 
a set-aside of funds for remedial education in 
Title III projects is discussed in chapter 2. 



"Remedial education for adults was also authorized under the 
Comprehensive Employment and Training Act (CETA), which 
JTPA replaced. Under CETA, about 90,000 adults attended 
classes in remedial education, English as a second language, and 
high school equivalency in 1980. See Congressional Budget Of- 
fice and National Commission for Employment Policy, CETA 
Training Programs: Do They Work for Adults? (Washington, DC: 
U.S. Government Printing Office, July 1982), p. 8. 

••Information provided by the Office of Vocational and Adult 
Education, U.S. Department of Education. An additional $13.2 
million was used for "other" purposes such as corrections 
programs. 
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As has been mentioned, Congress, in its 1984 
reauthorizations of both the Adult Education 
Act and the vocational education program, rec- 
ognized a significant need for careful coordi- 
nation of these programs with JTPA, which is 
administered by the Department of Labor. 
Among other things, State planning periods un- 
'ler the vocational education program are to be 
"coterminous" with those under JTPA. Local 
applications for State assistance under the 
vocational education program are to be made 
available for review by the appropriate JTPA 
administrative entity. 

Educational Support for Individuals 

For several years, the Federal Government 
has encouraged employed adults to participate 
in employer-provided tuition assistance pro- 
grams by making such assistance tax exempt 
to the employee. Job-related tuition assistance 
has never been considered income for employ- 
ees, and is therefore tax exempt. In 1978, Con- 
gress extended this exemption to all forms of 
tuition assistance, including tuition assistance 
for courses that were not job related, provided 
under qualified company educational programs. 
This provision lapsed at the end of 1985, just 
as this report was being completed, raising the 
possibility that employer-provided tuition assis- 
tance that is not directly related to an em- 
ployee's current job will be taxed as ordinary 
income in the 1986 tax year. However, as is dis- 
cussed in chapter 2, legislation to extend the 
provision are under consideration in the 99th 
Congress. For example, a provision in H.R. 
3838, the proposed tax reform bill that was 
passed by the House on December 17, 1985, 
would extend the provision through the end of 
1987. 

Federal financial assistance programs for 
students may help some employed workers, 
displaced workers, and homemakers who elect 
to participate in postsecondary vocational or 
academic education. Forms of Federal student 
aid include direct loans, guaranteed student 
loans, grants, veterans assistance, and other 
kinds of direct assistance to special popula- 
tions. Many Federal assistance programs for 
postsecondary education support students in 
vocational and technical education programs 



at eligible (accredited) institutions as well as 
academic students at colleges and universities. 
The largest Federal assistance programs are 
shown in table 7-8. 

A number of practical barriers make it diffi- 
cult for adults to compete for the available 
financial assistance. Most employed adults par- 
ticipating in adult education are enrolled half- 
time or less because they are working or have 
family responsibilities that make it difficult to 
enroll full time in a program. Under most of 
the programs, students must be enrolled at least 
half-time to qualify for aid. Exceptions are Sup- 
plemental Educational Opportunity Grants and 
College Work-Study; even though 10 percent 
of the funds in these programs can be given 
to people enrolled less than half-time, few 
schools earmark the full 10 percent. Students 
who are not enrolled in a degree or certificate 
program, or other formal program of prepara- 
tion for a recognized vocation, are ineligible 
for most forms of assistance except Guaranteed 
Student Loans. Adults who own their own 
homes may be penalized in calculations of fi- 
nancial need. Another problem, affecting dis- 
placed workers especially, is that determina- 
tion of need for financial aid is based on the 
previous year income. Hence, workers who 
had a good income prior to a layoff maybe in- 
eligible for aid. As is discussed in chapter 2, 
a namber of different proposals have been 
made to expand financial assistance opportu- 
nities for displaced Wv rkers and adults gener- 
ally. Some bills, for example, propose to amend 
the Higher Education Act to discount home 
equity in calculating financial aid needs for 
displaced workers, and would base the deter- 
mination of need on current income. 

Often, student financial aid packages involve 
combined support from more than one Federal 
loan and grant programs, as well as support 
from other public and private institutions. Fed- 
eral support (both loans and grants) generally 
cannot exceed $5,000 in any given academic 
year. Financial aid can be used for tuition, 
room and board, and educational assistance. 
Adults who are not in residence at a school 
may be eligible for limited "cost of attendance 
allowances" which may defray a portion of 
their living expenses while they are enrolled. 



Table 7-8.— Selected Federal Postsecondary Finance resistance Programs 



Type of postsecondary education or training 



-Program 



Funding level 
FY 1985 
($ millions) 



Eligible recipients 



> 



Type of assistance 



Comments 



Pell Grants 0 



^Supplemental Educational 
'Opportunity Grants 



Guaranteed Student Loans 



National Direct Student 
Loans 



College Work Study 



Vete^ns Educational Assistance 
Program (Gl bill) 



3.612 Financially needy undergraduates en- 
rolled at least half-time in institutions of 
postsecondary education who are main- 
taining satisfactory academic progress. 



412 Available through school to needy stu- 
dents as supplement to Pell Grants or 
to help with other educational needs. 
Schools can allocate 10% of funds for 
less than half-time students. 

3.796 Students enrolled half-time at eligible 
postsecondary institutions. Students 
from families with incomes of more than 
$30,000 undergo a financial need test 
to determine eligibility. 

217 Students accepted or enrolled at a par- 
ticipating postsecondary institution who 
demonstrate financial need. 



592 Lower income undergraduate and gradu- 
ate students at participating institutions 
Up to 10 percent of CWS funds can be 
used for sludents enrolled less than 
half-time. 



1.295 Military personnel on active duty for 160 
days between 1955 and 1976. 



Grants, maximum $1 .900 in award year 
1984-85. Awards usually disbursed 
through the institution in which students 
are enrolled. Pell Grants may be used in 
conjunction with other Federal as- 
sistance. 



About 2,850.000 students received Pell 
Grants in 1984-85 school year for an 
average award of $990. In 1983-64, 
75% of awards were to students whose 
family incomes were $15,000 or less. ' 



Grants; award level made by school but About 655.000 students at 4.200 post* 
must be between $200 and $2,000. secondary schools received SEOGs in 

1984-85 school year. 



Educational loans from participating 3.3 million loans entailing $7.5 billion In - 
banks and lenders, guaranteed through borrowed capital were disbursed in FY 
government . 1984. including some multiple awards. 



Loans provided through participating 
schools 



Grants to institutions that cover 80% of 
wages paid to students for part-time em- 
p'oyment 



Up to 45 months of assistance provided 
directly to eligible veterans (1.5 months 
of assistance per month of active service). 
Assistance can be used for education, 
on-the-job training, apprenticeships, 
correspondence courses, and work- 
study programs. 



Ounng 1984-85 school year. 867,000 
students received loans averaging $800 
from NOSL. Three fourths of NOSL 
awards have been given to students 
whose family incomes are $20,000 or 
less Postsecondary institutions must 
match Federal loan capital contributions 
on a Ho-9 basis 

In 1984-85. 737.000 CWS awards were 
made with total funding (including match- 
ing funds by schools) amounting to $649 
million. In 1982*83. about 70% of tne 
awards were to dependent undergradu- 
ates; 20% were to independent under- 
graduate students, and 10% were for 
graduate students. 

In FY 1983. Gl bill educational assis- 
tance was provided to 476.104 veterans 
in college-level courses. 9.402 in cor- 
respondence courses. 1.118 in flight 
school. 25.444 in on-the-job training. 
84.410 in secondary and other schools, 
and ?.232 in farm programs. 



JOn-the-job training, apprenticeships, etc 
"Formerty the Basic Educational Opportunity Grant Program FY 1985 funding level shown does not include $250 million to cover FY 1964 shortfalls 

f r|" of Technology Assessment Data used in the chart was assembled from several sources, including Charlotte Jones Fraas. Student Financial Aid Programs FY 86 Budget, * library of Congress Congressional Research Service issue 
I- n | ^> 15056. Dec 16. 1985: and Karen Spar. Fedent Employment and Job Tnimng Prognms. Library of Congress Congressional Research Service Report 84-79 EPW. Apr. 30, 1984. 
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Chapter 8 

The Effects of Technological Change 
on the Mature and Availability of Jobs 



OVERVIEW AND FINDINGS 



Technology is a major influence on the na- 
ture and availability of jobs. Changes in tech* 
nology can disrupt existing industries, making 
some jobs (e.g., typesetter) obsolete and reduc- 
ing opportunities in other jobs (e.g., railroad 
engineer). In addition, the nature of work is 
altered by technological change. Many work- 
ers find their experience and skills less useful 
as new products and productive systems en- 
ter the workplace. Some can adjust by learn- 
ing new skills. While technological change 
eliminates the demand for some skills and oc- 
cupations, it also creates new products, new 
markets, and new jobs. New technologies have 
launched new industries, such as electronics, 
creating thousands of jobs. 

Although technology has significant effects 
on the availability of jobs, aggregate demand 
for goods and services remains the key. In an 
increasingly competitive world, U.S. labor pro- 
ductivity (the goods or services produced per 
employee-hour) is crucial for capturing foreign 
and retaining domestic markets. The drive for 
greater labor productivity encourages the use 
of technology in place of human labor. Unless 
demand and output are rising faster than la- 
bor productivity, jobs will be lost. Yet if U.S. 
industry c'oes not stay competitive, it will lose 
out to foreign producers and even more U.S. 
jobs will be jeopardized. 

Labor productivity is only one of the factors 
in productive efficiency and competitiveness. 
Other factors include good labor-management 
relations, well-trained employees, improved de- 
sign so that products can be made uore easily 
and perform better, and higher quality in the 
sense of meeting design specifications more 
closely. All these factors add up to lower costs, 
better products, or both. The wise use of all re- 
sources, including intelligent integration of 



people and machines, is needed to stay com- 
petitive in world markets. 

As computer-based and other advanced tech- 
nologies are diffused more widely through the 
Nation's factories, the jobs of production work- 
ers, especially the semiskilled and unskilled, 
will be at risk. The employment effects of in- 
ternational competition are similar; lower skill 
jobs are the most easily exported. In many in- 
dustries, from textile manufacture to the aero 
space industry, advanced technologies favor 
the continued employment of more skilled 
workers, such as maintenance and repair staff, 
and reduced employment of less skilled oper- 
atives. Occupations involving mainly physical 
labor, such as moving materials and operating 
machines, are vulnerable. So are white-collar 
jobs that involve routine tasks, such as data 
entry. 

Computer-based technologies and manufac- 
turing systems require skills that are qualita- 
tively different from the skills that many dis- 
placed workers possess. Workers may find that 
manual and routine mental skills, learned 
through experience, are less in demand than 
the capacity for judgment and evaluation, a feel 
for and responsibility for expensive equipment, 
the ability to spot problems and either solve 
them or call on specialists to do so, and an un- 
derstanding of how one's own tasks and job fit 
into the larger picture. Social skills— working 
well with others and ability to communicate 
clearly about the job or tasks— are increasingly 
valuable. The capacity to think abstractly and 
to understand statistical concepts are becom- 
ing more important, as demand for sensory and 
manipulative skills erode. The skills increas- 
ingly in demand are provided, at least in part, 
by a good basic education that teaches quan- 
titative, verbal, reasoning, and social skills. 
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Many of the better jobs related to advanced 
technologies that are open to blue-collar work- 
ers will be in maintenance and repair. Work- 
ers selected for training in these occupations 
are likely to have good basic educational skills. 
In addition, knowledge of secondary school 
mathematics, familiarity with computer and 
electronic instrumentation, and the ability to 
troubleshoot will be valuable assets. Although 
blue-collar jobs in high-technology fields are 
expected to increase, they will not equal the 
much larger numbers of semiskilled and un- 
skilled production jobs that are disappearing. 
Most of the new jobs opening up will be in serv- 
ice industries, with many in occupations such 
as cashiers, nurses and aides, janitors and 
cleaners, truck drivers, waiters, and sales- 
people. 

Active employees may find the nature of 
their work altered in the process of technologi- 
cal change. Jobs may be upgraded, requiring 
new skills and more training, or they may >e 
de-skilled, in the sense of becoming narrower, 
more repetitious and less responsible. Within 
limits, imposed by the nature of new machines 
and equipment and the demands of productive 
efficiency, there will still be a range of options 
in redesigning jobs as advanced technologies 
are adopted. Managers and technical experts 



(sometimes with the participation or advice of 
workers) generally make decisions regarding 
job design. Technology (in the sense of prod- 
uct design and the physical apparatus to make 
the product) does not by itself raise, lower, or 
polarize the skills required in new jobs. 

Businesses may find that different organiza- 
tional approaches are more suited to modern 
technology and that managerial strategies of 
the past are less appropriate. Automated sys- 
tems cannot be idiot-proofed; indeed they tend 
to be more sensitive, less robust than labor- 
intensive systems. Thus, although automated 
systems may need fewer employees, those em- 
ployees (including production and nonsuper- 
visory workers) carry heavier responsibilities 
and need different skills than workers in older 
style factories and offices. This implies that 
new methods of work organization that encour- 
age workers to participate in solving problems, 
work with others, and make decisions as mem- 
bers of a team may prove more productive and 
efficient. Organizational changes of this kind 
could make the jobs of some U.S. production 
workers less vulnerable to competition from 
low-wage nations. The skills involved in these 
jobs could help provide the basis for premium 
wage rates for U.S. workers. 



TECHNOLOGICAL CHANGE AND THE AVAILABILITY OF JOBS 



In considering the relation between technol- 
ogy and jobs, it is well to clarify what "tech- 
nology" means. In its most comprehensive def- 
inition, technology includes the physical devices 
—tools, instruments, machines, appliances- 
used to perform a wide variety of tasks; the 
whole body of technical activities that people 
engage in to perform the tasks— skills, meth- 
ods, routines, procedures; and varieties of so- 
cial organization, in factories, offices, stores, 
and workshops. 1 Often, however, technology 
is used in a narrower sense to mean the appa- 
ratus or physical devices of performance. The 

'This definition owes much to Langdon Winner, Autonomous 
Technology: Technics-Out-of-Control as a Theme in Political 
Thought (Cambridge, MA: The MIT Press, 1977). pp. 9-12. 



term is used in this narrower sense often in the 
following discussion, as 'the context should 
make clear. It should be kept in mind, however, 
that technology in the broader sense includes 
the activities of people, and the way their activ- 
ities are combined with materials and the phys- 
ical apparatus in large-scale systems. 



Productivity and Jobs 

In an increasingly competitive world, U.S. 
industries are under pressure to increase labor 
productivity. The drive for gre iter labor pro- 
ductivity— i.e., more goods or services pro- 
duced per employee-hour— encourages the use 
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of technology to replace human labor. 2 At the 
same time, unless demand and output are ris- 
ing faster than labor productivity, some jobs 
will be lost Yet if U.S. industry does not be- 
come more productive, many sectors are likely 
to lose out to foreign competition and even 
more jobs will disappear. 

Overall demand remains the central factor 
determining the number of jobs created or dis- 
placed. Increased productivity can lower a 
firm's or an industry's costs, thus enhancing 
competitiveness, raising consumption, and cre- 
ating more jobs. Moreover, when labor-saving 
technology is introduced during a time of gen- 
eral economic growth or is adopted gradually, 
normal attrition may take care of all or most 
reductions in the work force without any need 
for layoffs. For these reasons, increases in la- 
bor productivity do not necessarily equate to 
displacement. In addition, technological ad- 
vances that create new products and new con- 
sumer demand are a powerful force for eco- 
nomic growth and the creation of new jobs. 

Labor productivity is only one factor deter- 
mining U.S. competitiveness. Other elements 
include: good labor-management relations, 
well-trained employees, improved design so 
that products can be made more easily and per- 
form better, and higher quality in terms of 
meeting design specifications more closely. La- 
bor productivity is important to lower costs 
and greater competitiveness, but it is one 
among many contributing elements. 

An example of an approach to improved 
competitiveness that includes higher labor 
productivity, a better product, and improved 
labor relations comes from General Electric 
(GE) plant making household dishwashers in 
Louisville, Kentucky. 3 The plant underwent a 



'Historically, the United States has been particularly resource- 
ful with labor-saving devices. See, for example, H.J. Habakkuk, 
American and British Technology in the Nineteenth Century: 
The Search for Labor-Saving Inventions 'New York: Cambridge 
University Press, 1062). 

'Based on an OTA site visit and on James Stevens, "Forging 
the Focused Factory, 11 Appliance , June 1083, pp. 34-30; Steven 
C Wheelwright and Robert H. Hayes, "Competing Through 
Manufacturing,' 1 Harvard Business Review, vol. 63, January* 
February 1085, pp. 99-100; H. Garrett DeYoung, "GE: Dishing 
Out Efficiency," High Technology, vol. 5, May 1085, pp. 32-33. 
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major modernization program in the late 1970s. 
Aware of advances in Japanese manufacturing, 
GE rejected an $18-million proposal to make 
incremental improvements in the plant and in- 
stead chose a $38-miIlion program to cut costs, 
improve quality, and protect the company's 
competitive position. 

While making major changes in the manu- 
facturing process, the program also altered 
product design and the use of human resources. 
By 1983, the refurbished plant was in full oper- 
ation. The newly designed dishwasher is less 
expensive to manufacture and is of higher qual- 
ity. Th rejection rate in GE tests has dropped, 
the number of customer service calls has fallen, 
and the dishwasher was rated highly by an in- • 
dependent consumer organization. While out- 
put per employee rose 33 percent, increased 
demand for the product kept plant employment 
stable. | 

In the past, manufacturing procedures at GE \ 
were developed after the product designers had : 
completed tneir work. For the Louisville pro- ^ 
gram, the product and process were designed 
together by a multidisciplinary team. The prod- [ 
uct design allowed the use of a highly con- 
trolled manufacturing process, including a cen- j 
tral computer and microprocessors at several 
points in the process. The interior of the dish- t 
washer is a one-part plastic tub, produced auto- 
matically by a series of high-pressure injection 
molding machines. Molded-in features reduce 
the number of parts requiring assembly and al- 
low many assembly tasks to be automated. The 
tub travels through numerous stages of produc- 
tion via an automated material-handling sys- 
tern. Throughout subassembly, parts are man- 
ufactured as needed, so that inventory costs are 
kept to a minimum. , 

The program also included a new approach 
to employee relations. Management discussed 
with union officials and first-line supervisors 
the market and business conditions impelling 
change. Employees were retrained for their 
new assignments, and information centers 
were established on the shop floor to keep com- ; 
munication channels open. The production 
equipment was designed to give workers greater 
control over their work environment than in 
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Photo cr*tr. O'jntral EUctrfc Co. 

Worker monitoring General Electric's automated dishwasher assembly plant at Appliance Park, Loulsvlib, Kentucky 



traditional assembly line jobs. For example, in 
final assembly, an overhead conveyor positions 
the near-complete dishwashers. The person as- 
sembling each unit can adjust the swiveling 
carrier that holds the dishwasher to a comfort- 
able position. Also, the conveyor system is de- 
signed so that workers have more than the 
usual control over the pacing of tasks. 

In the GE Louisville plant, it is difficult to 
isolate the effects of improved labor produc- 
tivity from other factors that helped to lower 
unit production costs and improve competi- 
tiveness. Automation of the plant, including 
integration of the product design with new 
manufacturing equipment and processes, con- 
tributed to raising labor productivity. The new 
approach to labor-management relations and 
extra training for the work force may also have 



contributed to higher labor productivity, and 
probably helped to improve utilization of the 
new capital equipment as well. The lower re- 
jection rate after in-plant tests helped to hold 
down costs. The greater reliability in use (as 
evidenced by fewer service calls) and the de- 
sign characteristics of the new dishwasher 
made it appealing to customers. All these fac- 
tors combined contributed to increase sales, 
which resulted in no loss of jobs, despite higher 
labor productivity. 

It is also difficult to isolate the effects of tech- 
nology (in the sense of product design and 
productive apparatus) in improving labor pro- 
ductivity. In general, technological change 
rarely occurs in an otherwise unchanging envi- 
ronment. Other factors, such as labor-manage- 
ment relations, may change as well. The mov- 
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ing assembly line, developed by Henry Ford in 
1914, is one of the best-known examples of pro- 
ductivity-enhancing technological advance. 
This innovation was credited with an eightfold 
improvement in productivity over traditional 
methods, which brought the cost of an automo- 
bile within the reach of a mass market. 4 How- 
ever, Ford's innovations were not confined to 
technology alone. He also made significant 
changes in labor policy, offering an 8-hour 
workday and doubling wages, to $5 per day. 
In this historic case, the role of technology can- 
not be entirely separated from other factors 
affecting productivity. 

Different Measures of Productivity 

Another way to illuminate the importance of 
human factors in raising productivity, lower- 
ing costs, improving quality, and maintaining 
competitiveness is to consider different meas- 
ures of productivity. The term "productivity" 
usually denotes output per unit of labor, but 
it can refer to both labor and capital, as in the 
following definitions: 

• labor productivity: output per labor-hour; 

• capital productivity: output per unit of cap- 
ital (physical assets); and 

• multifactor productivity: output per unit 
of labor and capital, measured in dollars. 5 

The Bureau of Labor Statistics (BLS) com- 
piles data on productivity as output divided by 
units of both labor and capital, and analyzes 
the data by sector for private business, private 
nonfarm business, and manufacturing. 6 Rising 
labor productivity combined with rising capi- 
tal expenditures indicate that technology is be- 
ing used to make labor more efficient and to 
limit the wage bill. This is a familiar concept, 
and generally describes the pattern in U.S. in- 
dustry sin^e World War II. The less familiar 
measure of capital productivity indicates how 
efficient the use of equipment, inventories, 

♦William ). Abernathy, The Productivity Dilemma: Roadblock 
to Innovation in the Automobile Industry (Baltimore: John Hop* 
kins University Press, 1978). 

"Output is estimated in dollars, adjusted for inflation. 

•U.S. Department of Labor, Bureau of Labor Statistics, "Trends 
in Multifactor Productivity, 1948*1981," Bulletin 2178, Septem- 
ber 1983. The analysis exclude? government enterprises, which 
accounted for 2 percent of total business output in 1981. 

O 
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buildings, and land is, in terms of raising out- 
put. Equipment— the capital asset that embod- 
ies new technologies— was the fastest rising 
capital input from 1948 to 1981, growing 5 per- 
cent per year. 

As figure 8-1 shows, output per hour for all 
persons (labor productivity) rose more than 
twofold from 1948 to 1984. Output per unit of 
capital assets, on the other hand, did not rise. 
For over three decades there was "no appar- 
ent long-term savings in the amount of capital 
services required to produce a unit of output." 7 
New technology, therefore, has not lessened 
capital costs in the U.S. economy since World 
War II; it has served to limit labor expendi- 
tures. In other industrialized nations, capital 
productivity declined since 1955— except for 
Japan, which experienced a moderate rise. 0 

The reasons why U.S. capital productivity 
stayed flat for nearly 40 years are not clear, but 
its failure to grow argues for greater attention 
to the efficient use of technology. This may 
come about through widespread adoption of 
tactics that many successful companies here 
and abroad already use; for example, closer 
links between product design and manufac- 
ture, less idle time for capital equipment, bet- 
ter training for employees so they can use 
equipment more effectively, and improved la- 
bor relations that give employees a greater say 
and greater stake in the future of the enter- 
prise. 9 More efficient use of capital equipment 
can also contribute to lower costs and higher 
quality. Attention to improving human capital 
is also likely to raise labor productivity as well 
as capital productivity. 

Both technology and people are vital resources 
for more efficient economic production. A sur- 



'Ibid.. p. 16. 

'Luc Soete and Christopher Freeman, "New Technologies, In* 
vestment and Employment Growth/* Employment Growth and 
Structural Change (Paris, France: Organisation for Economic 
Co-operation and Development, 1985), p. 67. For a review of 
Canadian manufacturing, see Uri Zohar, Canadian Manufacture 
ing: A Study in Productivity and Technological Change, Vol* 
ume I: Sector Performance and Industrial Strategy (Toronto: 
fames Lorimer & Co., 1962). 

•See, for example, Harry Maier, "Innovation, Efficiency, and 
the Quantitative and Qualitative Demand for Human Resources," 
Technological Forecasting and Social Change, vol. 21, 1982, pp. 
15-31; Soete and Freeman, op. cit, pp. 52*82. 
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Figure 6-1.— Private Business Sector Output per Hour of All Parsons, Output per Unit of Capital, and 

Multifactor Productivity, 1948-84 



pndtx. 1946.1001 
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SOURCE U S Department of Labor. Bureau of labor Statistics, 'Trends In Multifactor Productivity. 1948-1961/' Bulletin 21 78 September 1963 p. 22. and Monthly Labor 
Review, vol. 108. No. 11. November 1985. p. 99. 



vey of industrial engineers, for example, indi- 
cates that effective strategies for increasing 
overall productivity rely on people as well as 
machines (table 8-1). Of the organizations sur- 
veyed, 69 percent undertook employee involve- 
ment programs; the engineers rated 63 percent 
of these programs successful in raising pro- 
ductivity. Worker training was used less fre- 
quently, but was rated 74 percent successful. 
The engineers found that capital investment for 
new or automated machinery was 86 percent 
effective, but the introduction or expansion of 
robotics was successful less than 50 percent of 
the time. 

Technology, Productivity, and Demand 

Technology, productivity, and demand affect 
each other and also affect employment. Pro- 
ductivity gains, by lowering costs, can stimu- 
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late greater demand. Rising demand can off- 
set the employment-shrinking effects of gains 
in productivity. 

In telephone services, for example, technol- 
ogy promoted dramatic increases in labor pro- 
ductivity and also contributed to rapid growth 
in demand (ligure 8-2 and table 8-2). Computer- 
ized switching and direct long-distance dial- 
ing resulted in falling costs for long-distance 
service and generally lower rates (in constant 
dollars) to customers. 10 While employment in 



"While costs of long-distance calls were falling, costs of lo- 
cal service rose, reflecting rising input prices and the lack of 
technological changes comparable to those ot toll calls. Until 
1982, the AT&T system used some of the revenues from long- 
distance calls to reduce local service rates (in constant dollars). 
See U.S. Congress, Congressional Budget Office, The Changing 
Telephone Industry: Access Charges, Universe] Service, and Lo- 
cal Rates (Washington, DC: U.S. Government Printing Office, 
1984). 
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Table 8*1.— Productivity Improvement Activities 
Undertaken In the United States, Based on a 
Survey of Industrial Engineers 



Undertaken 



New activity activity Effective 

Formal employee involvement in 
productivity improvement 
planning and evaluation (quality 
circles, suggestion 

programs, etc.) 68.7% 63.1 % 

Evaluating performance and 

establishing specific productivity 

improvement targets 63.3 66.7 

introduction or improvement of 

Inventory control methods 64.4 70.8 

Capital investment for new or 

automated machinery (not 

including robotics) 75.1 85.7 

Introduction or expansion of use of 

robotics 25.9 44.1 

Introduction or improvement of 

quality control methods, etc 66.2 73.0 

Systems innovation (integrated 

factories, advanced material* 

handling techniques, 

computerized manufacturing 

methods, etc.) 45.1 70.7 

Improvement of quality of product 

through worker training 48.7 73.5 

Development of indirect-labor 

standards and controls 30.9 54.1 

Other* 76.1 94.3 



NOTE: Based on a sample of 765 nonstudent Industrial Engineers In the United 
States. 

*The high success rate of "other" activities Implies the importance of productivity 
efforts tailored to meet specific conditions. 

SOURCE: Lane Gardner Camp. "IEs Evaluate Productivity Improvement Efforts 
In Own Organizations and Across U S ." Industrial Engineering, vol. 
17, January 1965, p. 82. 

1985 was about the same as in 1972, opeiat- 
ing revenues had more than doubled in con- 
stant dollars. Output per employee hour, or la- 
bor productivity (as defined and calculated by 
BLS) rose 85 percent. 

The remarkable changes in technology for 
long-distance calls has affected the composi- 
tion of the work force in the telephone service 
industry, as well as the overall employment 
level. In the 30 years from 1950 to 1980, em- 
ployment in the industry rose 60 percent. At 
the same time, while long-distance calls in- 
creased fifteenfold, operators declined from 
43.5 percent of the industry work force to 14.1 
percent, with an absolute loss of more than 
100,000 jobs (table 8-3). Meanwhile, profes- 
sional and semiprofessional jobs rose from 4.9 
to 12.2 percent, business and sales jobs from 



Figure 8-2.— Telephone Communications (SIC 4811) 

Labor productivity 




1954 1957 1960 1963 1966 1969 1972 1975 1978 1981 1964 
Year 

SOURCE: U S. Department of Labor, Bureau of Labor Statistics, Productivity 
Measures for Selected Industries 1954*82, Bulletin 2169 (Washing* 
ton, DC: U.S. Government Printing Office, December 1963). 

5.3 to 11.1 percent, and construction, installa- 
tion, and maintenance jobs from 23.7 to 36.5 
percent of industry employment." 

Recent economic and technological changes 
in the telephone industry may affect the indus- 
try's relatively stable employment level of the 

"George Kohl, Technological Change in Telecommunications: 
Its Impact on Work and the Worker (Washington, DC: Commu* 
nications Workers of America, 1984). 
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Table 8-2.— Operating Revenues, Employment, and Labor Productivity, Telephone and Telegraph Services Industry 

(SIC 4811 and 4821), 1972-85 



Domestic operating revenues Production employee hour 

(in millions of (in millions of Total employment workers 4811 only 

Year current dollars) 1972$) (000s) (000s) (1977=100) 

1972 " 25,750 25,750 1^002 790 70 0 

1973 29,600 - 1,007 780 74 6 

1974 32,200 - 1,010 778 78 4 

1975 35,900 — 981 748 85 9 

1976 40,400 - 961 730 93 3 

1977 44,100 38,150 975 738 100 0 

1978 49,500 43,574 1,013 756 1058 

1979 54,754 48,957 1,070 789 1108 " 

1980 61,208 50,253 1,082 795 1181 

1981 70,837 53,664 1,095 796 124 4 

1982 78,886 56,752 1,100 790 1301 

1983 86,870 57,952 984 720 - 

1984* 95,700 62,345 1,010 749 - 

1985 b 106,000 65,760 1^000 745 

NOTE Only a small proportion of total employment In the telephone and telegraph services Industry is In telegraph services {2 percent In 1985) However the data 

on operating revenues are not broken down between telephone services {SIC 481 1) and telegraph services {SIC 4821). For this table, employment is reported 
for the two Industries combined ' ^ 

•Estimate. 

"Forecast. 

SOURCES: US Department of Commerce, International Trade Administration, US Industrial Outlook 1985 (Washington, DC. U.S. Government Printing Office, January 
1985), and U.S Department of Labor, Bureau of Labor Statistics, Productivity Measures for Selected Industries 1954-82, Bulletin 2 189 (Washington. DC* U S 
Government Printing Office, December 1983). 



Table 8-3.— Telephone Operator Employment and 
Long-Distance Calls, 1950-80 



Number of long* Number of 

Year distance calls (000s) operators 

1950 175,721 244,190 

1955 218,544 242,105 

1959 365,114 198,499 

1962 377,253 167,215 

1970 884,285 213,614 

1975 1,492,782 176,454 

1980 2,641,713 128,214 



SOURCE" George Kohl, Technologies! Change In Telecommunications: its Impact 
of Work and the Worter (Washington, DC- Communications Workers 
of America, 1984) 

past decade. The breakup of the Bell System 
by consent decree in 1982 encouraged compe- 
tition that had already begun in pursuit of 
AT&T's long-distance markets; competitors in- 
clude ITT, IBM, Northern Telecom, GTE, and 
Western Union. Moreover, the telecommuni- 
cations and data processing industries are con- 
verging, and new technologies are developing 
rapidly in the combined industries. Many of 
these new technologies rely on digital equip- 
ment and computer software. Examples in- 
clude satellite microwave communications, 
cellular mobile and air-to-ground telephones, 



electronic mail and banking, electronic credit 
card verification, digital paging, and automatic 
credit card calling. 

The race to develop technologies and capture 
markets will continue, and the total market is 
expected to grow and change rapidly. The im- 
plications for employment are uncertain. While 
fast growing markets are usually expected to 
create new jobs, many of the new applications 
of telecommunications and data processing are 
highly automated already. Some technologies, 
such as electronic banking, have reduced the 
need for human labor, a trend that may be seen 
throughout telecommunications. Intensified 
competition, moreover, may bring about job 
losses and displacement. In August 1985, for 
example, AT&T announced it would cut 24,000 
jobs in *cs information systems division, which 
makes and markets communications and com- 
puter equipment. The reason given was com- 
petitive pressure and the need to cut costs. 12 
Some of these jobs were in the manufacture of 



"Mark Maremont and Michael A. Pollock, "AT&T Hangs Up 
on 24,000 of Its Workers," Business Week, Sept. 2, 1985, pp. 
35-36. 
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equipment, and were exported to a lower wage 
facility abroad (see ch. 9). 

A contrary example is the plastics products 
industry, where no broad shift to new labor- 
saving technology has occurred in recent years. 
The plastics market grew rapidly from 1972 to 
1985 as plastics replaced traditional materials 
(e.g., glass, paper, metal, and wood) in a broad 
range of products, from toys to automobile 
bumpers; the value of shipments rose 70 per- 
cent (constant dollars) in this period (table 8-4). 

A common method of plastics product man- 
ufacture is injection molding* The job of the 
operator controlling the injection molding ma- 
chine is an important one in the industry, 
accounting for about 100,000 of total industry 
employment of roughly half a million. 13 In most 
plastics plants, this job has not changed much 
since the early 1970s* Nor has labor produc- 
tivity in the plastics products industry risen 
much; it increased only about 14 percent from 

"The number of operators classified b$ BLS as compression 
and injection mold machine operators, plastics, was 101,000 in 
1979 and 93,000 in 1982, with the decline probably due largely 
to the recession. Figures for this occupation for later years were 
not available when this report was written. Total employment 
in the miscellaneous plastics products industry (SIC 3079) was 
488,000 in 1979 and 479,000 in 1982. 



1972 to 1981 and did not keep up with growth 
of labor productivity in all manufacturing. 14 
With the expansion of the plastics market and 
the less-than-average rise in labor productivity, 
employment in plastics climbed 35 percent 
from 1972 to 1981 (table 8-4), while the constant 
dollar value of shipments rose 47 percent. 

Technology does exist for greater automation 
of injection molding and higher labor produc- 
tivity. Computerized automated equipment can 
deliver molds and load plastic resins into the 
molding machine, and electronic sensors can 
monitor the operation throughout its cycle. 
Thus, in principle, the need for operators can 
be greatly reduced. Plants that mass produce 
a standard product (e.g., bleach bottles) can use 
highly automated systems. GE uses such a sys- 
tem in its Louisville dishwasher plant. The typi- 
cal plastics product shop, however, is not large, 
and produces a variety of products in relatively 
small batches. Even though computerized 
equipment exists for batch production (capa- 
ble of delivering the correct mold to the ma- 
chine), few shops have installed it. Whether the 



"James D. York, "Productivity Grcwth in Plastics Lower Than 
All Manufacturing/' Monthly Labor Review, vol. 106, Septem- 
ber 1983, pp. 17-21. 



Table 8*4.— Trends in Output, Employment, and Productivity, Miscellaneous Plastics Products Industry 

(SIC 3079), 1972-85 



Year 


Value of 
shipments 
(millions) 


Value of 
shipments 
(1972$) 


Total 
employment 
(000s) 


Production 
workers 
(000s) 


Output per 
employee hour 
(1977=100) 


1972 


. . . 10,696 


10,696 


346.9 


276.4 


86.6 


1973 


.. .. 12,944 


12,446 


385.4 


307.0 


93.6 


1974 


15,190 


11,702 


377.5 


301.6 


86.2 


1975 


14,810 


9,966 


335.4 


260.4 


86.2 


1976 


18,189 


11,586 


375.2 


295.7 


89.5 


1977 


. . . . 23,693 


14,571 


453.7 


358.0 


100.0 


1978 


. . . . 26,796 


15,922 


486.6 


384.8 


100.8 


1979 


.. .. 29,116 


15,620 


487.7 


386.8 


94.8 


1980 


. . . . 30,583 


14,977 


470.1 


368.9 


95.7 


1981 


34,122 


15,761 


469.5 


369.5 


98.5 


1982 


. . . , 37,029 


16,672 


479.2 


369.1 




1983 8 


38,350 


16,932 


510.1 


397.7 




1984 a 


41,575 


17,691 


591.1 


469.8 




1985 b 




18,225 









NOTE: Miscellaneous Piastlc Products (SIC 3079) is the industrial classification for the manufacture of plastic goods not classified elsewhere This group encompasses 

about half the total output of plastic materials. 
•Estimate. 
"Forecast. 



SOURCES. U.S. Department of Commerce, International Trade Administration U.S. Industrie! Outlook 1965 (Washington. 0C u.S Government Printing Office. January 
1985); and U.S. Department of Labor, Bureau of Labor Statistics. Productivity Measures for Selected Industries 1954S2, Bulletin 2189 (Washington, DC: U.S. 
Government Printing Office, December 1983). 
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structure of the industry and cost considera- 
tions will remain the same over the next dozen 
years is unknown, so that employment esti- 
mates must remain largely speculative. If the 
labor-saving technology is widely adopted, em- 
ployment of molding machine operators could 
shrink. Yet lowered costs might lead to further 
expansion of demand for plastics, with the ef- 
fect of adding jobs in the industry— though not 
necessarily in the occupation of molding ma- 
chine operator. 

Occupational Shifts 

As the example of the telephone industry in- 
dicated, technological changes that influence 
employment do not affect all kinds of jobs 
equally. Historical data on employment pro- 
vide a source of insight on the links between 
technological change and occupational pat- 
terns. Aggregated employment data, however, 
are only suggestive, since factors other than 
technology are major causes of many occupa- 
tional shifts. As chapter 9 discusses, it is diffi- 
cult to separate the influences of technology, 
international trade, domestic competition, and 
changes in consumer preference on employ- 
ment even in specific industries or occupa- 
tions, much more so throughout the economy. 
For example, competition from low-wage coun- 
tries may impel U.S. manufacturers to adopt 
labor-saving technology that eliminates many 
blue-collar production jobs; or companies may 
decide instead (or in addition) to shift some pro- 
duction jobs abroad. Thus the observation that 
production jobs have declined as a share of 
manufacturing jobs for several decades does 
not tell us directly that technology is eliminat- 
ing jobs. Analysis of individual industries and 
occupations is needed to investigate, in each 
case, the importance of various factors in the 
rise or fall of employment. 

The Past 

Historical data are not complete, but changes 
can be tracked in broad occupational groups. 
The groups are professional and technical 
workers, such as scientists, engineers, techni- 
cians, purchasing agents, and accountants; 



managers and administrators; salesworkers, 
such as sales clerks and agents; clerical work- 
ers, such as office clerks, secretaries, keypunch 
operators, and bookkeepers; craft and kindred 
workers, such as carpenters, mechanics, ma- 
chinists, and typesetters; operatives, such as 
assemblers, machine tool operators, produc- 
tion painters, and forklift operators; nonfarm 
laborers, such as pipelayers, helpers, and high- 
way maintenance workers; service workers, 
such as building custodians, waiters and wait- 
resses, flight attendants, and barbers; and farm- 
workers. 

The 20th century has seen major changes in 
employment by occupation. Most notable is the 
decline in prominence of farmworker jobs. The 
number of farmworkers fell from 37.5 percent 
of the work force in 1900 to less than 3 per- 
cent in the 1980s (table 8-5, figure 8-3). The 
change stemmed from the mechanization of 
agriculture and other advances in technology 
(e.g., the development of new crop varieties 
and the rapidly increasing use of commercial 
fertilizers and pesticides), as U.S agricultural 
production tripled and productivity rose eleven- 
fold during the period. 

Since World War II, the number of produc- 
tion workers in manufacturing industries has 
also declined relative to the total work force, 
although more moderately. Both the relative 
share of manufacturing jobs in the economy 
and the relative share of production jobs in 
manufacturirg have declined (figures 8-4 and 
8-5). Within manufacturing, the proportion of 
production workers went from 84 to 69 percent 
between 1947 and 1984. From 1979 to 1985, 
manufacturing employment dropped absolutely 
as well, by over 1.7 million jobs. Nearly all of 
the jobs lost were those of production work- 
ers. 15 

The unskilled occupation of nonfarm laborer 
has declined sharply in this century, from 12.5 
percent of U.S. employment in 1900 to 4.6 per- 
cent in 1980. With growing industrialization 
in the first half of the century, operatives (mDst 
of them semiskilled manufacturing workers) 



u See ch. 4 fcr a discussion of employment trends. 
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Table 8-5.— Percentages of Total U.S. Employment Accounted for by Major Occupational Groups, 1900-80 



Occupational group 1900 1910 1920 1930 1940 1950 1960 1970 1980 

Professional and technical workers.... 4.3 4.7 5.4 6.8 7.5 8.6 10.8 14.5 16.1 

Managers and administrators 5.8 6.6 6.6 7.4 7.3 8.7 8.1 8.1 11.2 

Salesworkers 4.5 4.7 4.9 6.3 6.7 7.0 7.1 7.0 6.3 

Clerical workers 3.0 5.3 8.0 8.9 9.6 12.3 14.1 17.8 18.6 

Craft and kindred workers 10.5 11.6 13.0 12.8 12.0 14.2 13.6 13.9 12.9 

Operatives 12.8 14.6 15.6 15.8 18.4 20.4 18.9 18.0 14.2 

Nonfarm laborers 12.5 12.0 11.6 11.0 9.4 6.6 5.2 4.7 4.6 

Service workers 9.0 9.6 7.8 9.8 11.7 10.5 11-2 12.8 13.3 

Farmworkers 37.5 30.9 27.0 21.2 17.4 11.8 6.0 3.1 2.8 

NOTE: Figures are approximate, due to changing classification systems. See sources for details. 

SOURCES. U S. Department of Commerce. Bureau of the Census, Historical Statistics of the United States, Part 1 (Washington. DC US Government Printing Office, 
1975); and US Department of Labor, Bureau of Labor Statistics. Employment and Earnings, January 1981). 



Figure 8-3.— Major Occupational Groups of the U.S. Civilian Labor Force, 1900-80 




1900 1910 



1920 



1930 



1940 1950 
Year 



1960 1970 1980 



0 Professional and technical 
workers 

(U Managers and 
administrators 



H Clerical workers 

□ Craft and kindred workers 

£3 Operatives 



O Nonfarm laborers 
B Service workers 
■ Farmworkers 



IQO Salesworkers 

NOTE. Figures are approximate, due to changing classification systems. See sources for details. 

SOURCES. U.S. Department of Commerce, Bureau of the Census, His'orical Statistics of the United States, Part 1 (Washington, DC U S Government Printing Office. 
1975); and U.S. Department of Labor, Bureau of Statistics. Employment and Earnings, January 1981) 
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Figure 8-4.— Total Private Nonagricultural and 
Manufacturing Employment, 1947-84 




1947 1952 1957 1962 1967 1972 1977 1982 
Year 

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, Employment 
and Earnings. 



Figure 8-5.— Production Workers As a Percent of 
Total Manufacturing Employment, 1947-84 




rose to 20.4 percent of all workers in 1950, but 
fell thereafter to 14.2 percent. The proportion 
of skilled blue-collar craft and kindred work- 
ers also declined, but less steeply. The most 
remarkable occupational increases were those 
of clerical workers (rising from 3.0 to 18.6 per- 
cent of the work force from 1900 to 1980) and 
of professional and technical workers (rising 
from 4.3 to 16.1 percent). 

Even though forces other than technology 
contributed to occupational shifts from 1900 
to 1980, and even though occupational titles 
changed their meaning over these years, tech- 
nology has apparently created demands for 
more highly skilled workers, and diminished 
demands for less skilled workers, in this 
century. 

The Present and Near Future 

This report and other recent OTA assess- 
ments have found that the technological ad- 
vances now taking place favor the continua- 
tion of some but not all of the occupational 
trends of past decades. 18 Computer-based tech- 
nology is transforming many kinds of work, 
and is a major factor in shifting demands for 
some skills, groups of skills, and occupations 
to others. Several general patterns are emerging: 

• In manufacturing, where about 18 percent 
of employed Americans now work, job op- 
portunities will probably rise for techni- 
cians, mechanics, repairers, and injtallers, 
as well as for engineers and computer sci- 
entists. 

• Employment opportunities in manufactur- 
ing will probably fall for all production 
workers. This includes operatives, espe- 
cially those doing the most routine work; 
laborers; and many metalworking craft- 



1947 1952 1957 1962 1967 1972 1977 1982 
Year 

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics. Employment 
and Earnings. 



"U.S. Congress, Offire of Technology Assessment, Computer- 
ized Manufacturing Automation: Employment, Education, and 
the Workplace, OTA-CIT-235 (Washington, DC: U.S. Govern- 
ment Printing Office, April 1984), ch. 4; U.S. Congress, Office 
of Technology Assessment, Automation of America's Offices, 
1985-2000, OTA-CIT-287 (Washington, DC: U.S. Government 
Printing Office, December 1985), ch. 2. 
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workers, such as machinists and press 
operators. Job openings for lower and mid- 
dle managers may also fall. 
• In offices, where 40 to 45 percent of work- 
ers are employed, growth in job opportu- 
nities will probably slow down over the 
next few years and by the 1990s may be- 
gin to decline. Specific jobs most likely to 
decline are those for clerical workers, 
especially where the main tasks are enter- 
ing and transferring data. Employment op- 
portunities may also shrink for lower and 
middle managers. 17 

The finding for clerical workers indicates a 
break with the past With the rapid diffusion 
of office automation, clerical worker jobs may 
undergo the kind of downturn experienced by 
operatives since 1950. The OTA report Auto- 
mation of America's Offices, 1985-2000 found 
that computers are a fundamental technologi- 
cal change, as telephones and typewriters were 
—not just a marginal improvement. 18 Overall 
it appears that the trends of past decades to- 
ward greater demand for professional and 
technical workers and slackening demand for 
manufacturing production workers will con- 
tinue or perhaps accelerate. In manufacturing, 
the effects of computer-based and other ad- 
vanced technologies on occupational patterns 
probably reinforce the effects of international 
competition (see ch. 9). Both forces put the jobs 
of production workers, especially the semi- 
skilled and unskilled, at risk. 



"Overall employment in offices— just as in manufacturing and 
in specific industries— is determined by other factors besides 
technology, most significantly product demand. By lowering 
costs, changing the services offered, and improving quality, tech* 
nological advance can help to raise demand for the services pro- 
vided by office workers (e.g., banking, financial services), as it 
does for manufacturing products. Thus, if overall demand rises 
enough, the employment-dampening effects of technology on 
office jobs may be offset. This does not affect the conclusion 
that among office workers, the clerical worker job is most at risk 
from technological advance. 

"The Bureau of Labor Statistics, in its occupational employ- 
ment forecasts, takes a more gradual view of the effects of of* 
fice automation and indicates continued growth in office em- 
ployment. An evaluation of the way BLS generally takes 
technological change into account in its occupational employ* 
ment forecasts appears in app. 8 A of this chapter. The OTA re- 
port Automation of America's Offices, 1985-2000 evaluates the 
BLS method for handling technological change in relation to 
office automation. Ibid. 



Many industries illustrate the point. A lead- 
ing example is the motor vehicle industry, re- 
sponding to pressure from foreign competition 
by large capital investments in new equipment, 
redesign of products, and reorganization of 
plants and firms. The end result is fewer jobs 
in planning and scheduling, in moving parts 
around the factory, and in painting, welding, 
and assembling automobiles. In many plants, 
robots already apply sealant and paint and do 
spot welding; automated materials handling 
nearly eliminates the need for human forklift 
operators. Jobs for factory clerks decline as 
computer-controlled just-in-time delivery sys- 
tems are installed. The potential for further re- 
duction of semiskilled jobs appears high. New 
body designs (as in the Chrysler minivans) fa- 
cilitate assembly by robots and also reduce the 
number of parts that have to be assembled. 
Automation of testing and inspection implies 
further losses of job opportunities for semi- 
skilled workers. 

Besides the much-publicized robots and 
other forms of computerized automation now 
being adopted in auto manufacture, less no- 
ticed but significant changes in conventional 
equipment nave eliminated some semiskilled 
jobs. 19 For example, new coatings for machine 
tool cutting edges can double the cutting speeds, 
thus improving productivity and reducing de- 
mand for machine operators. Quick die change 
presses are more expensive than conventional 
equipment and are used mainly where dies 
have to be changed frequently; but these presses 
can be operated by one worker at a master con- 
trol panel— compared to at least six on conven- 
tional presses. 

Some skilled production workers, such as 
machinists and tool and die makers, in autos 
are also being displaced. In the future, as com- 
puterized equipment becomes more reliable 
and electronic diagnosis is increasingly avail- 
able, maintenance and repair workers may be 
less needed. Among technical occupations, 
drafting is declining. For the present and near 



"See U.S. Department of Labor, Bureau of Labor Statistics, 
The Impact of Technology on Labor in Four Industries, Bulle- 
tin 2228 (Washington, DC: U.S. Government Printing Office, 
1985). 
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future, prospects for employment growth in 
production are favorable for electricians and 
mechanics, repairers, and installers, but the in- 
creased demand for craft and technical work- 
ers will be less than the reduction in demand 
for operatives. 

The textile industry, like the auto industry, 
is under intense pressure from foreign compe- 
tition, and many of the larger mills are respond- 
ing with rapid adoption of automated machin- 
ery. 20 Federal regulations limiting cotton dust 
levels to protect workers' health may also have 
contributed to the rapid pace of modernization. 
In modern mills, a continuous opening-blend- 
ing-carding operation (known as direct-feed 
carding) both raises productivity and meets the 
cotton dust regulations. 

Unskilled and semiskilled jobs dwindle in the 
modern direct-feed carding plant. The semi- 
skilled job of picker operator is eliminated, and 
there is no need for laborers to move fiber laps 
from one separate machine to the next. Also, 
labor for cleaning and maintaining the ma- 
chines is reduced, since cotton dust levels are 
lower. Spinning, the final step in yarn manu- 
facture, is also being modernized as open-end 
or rotor spinning replaces ring spinning. The 
modern machine integrates several processes 
that were separate (roving, spinning, and wind- 
ing), can outproduce the conventional spindle 
four or five times, and do it with less semi- 
skilled and unskilled labor. In weaving, shut- 
tieless looms average two to three times the out- 
put of conventional looms and thus require 
fewer operators. Demands for skilled techni- 
cians have risen in modernized plants; short- 
ages are reported in some areas. 

In the aerospace industry— aircraft, missile 
and space, and avionics (electronic communi- 
cation, control, and monitoring equipment)— 
technological advances also appear to be reduc- 
ing jobs for production workers, 21 However, de- 
void.; see also U.S. Department of Commerce, International 
Trade Administration, 1986 U.S. Industrial Outlook (Washing- 
ton, DC: Department of Commerce, January 1986), p. 42-2. See 
ch. 9 for discussion of the effects of international trade on tex- 
tile industry employment. 

"Information in this section was drawn from OTA staff visits 
to an aerospace manufacturing plant and publications of the U.S. 
Departments of Labor and Commerce and the Aerospace Indus- 
tries Association of America, as cited below. 



mand for the product is a more obvious and 
powerful influence on both total employment 
and production jobs. Table 8-6 shows a clear 
pattern of rises and falls of production jobs in 
aerospace depending cr sales— from highs of 
over $30 billion in 1966 and 1983, when mili- 
tary aircraft purchases were large, to a low of 
$21.5 billion (constant 1972 dollars) in 1977. 

Nonetheless, as is typical for high-technology 
industries, the proportion of production work- 
ers is lower than the all-manufacturing aver- 
age, and is declining. Aerospace if? by any def- 
inition a high-technology industry, with a ratio 
of research and development expenditures to 
net sales at least twice the average for all in- 
dustries and a relatively high proportion of 
technology-oriented workers, 22 From 1972 to 
1982, growth in the industry's spending for 
new capital averaged 23 percent par year— 
nearly as high as in the computer industry. This 
rate compares, for example, with a growth rate 
in capital spending of less than 10 percent in 
the automobile industry during the same 
period. 23 The proportion of scientists, engi- 
neers, and technicians in the work force is 
high— over 25 percent in 1985. 

Production workers accounted for only 45 
percent of the aerospace industry work force 
in 1985, compared with 68 percent in manu- 
facturing industries overall. The share of pro- 
duction jobs in aerospace employment has de- 
clined from 52.6 percent in 1968 (table 8-6), 
Although numbers on employment losses re- 
lated to technological change in the industry 
are elusive, it seems likely that the industry's 
widespread adoption of iMmerically controlled 
(NC) equipment since the late 1960s has been 
a factor in the relatively low and declining level 
of production jobs. 

NC machine tools were introduced in the 
aerospace industry in the 1950s, partly because 

"For definitions of high-technology industries and data on 
their employment, see U.S. Congress, Office of Technology 
Assessment, Technology, Innovation, and Regional Develop- 
menu OTA-STI-238 (Washington, DC: U.S. Government Print- 
ing Office, July 1984). The aerospace industry is included un- 
der all definitions, including the most restrictive {ratio of R&D 
spending to sales twice the average). 

M U.S. Department of Commerce, International Trade Admin- 
istration, 1986 U.S. Industrial Outlook, op. cit., pp. 28-8, 36-4, 
37-13. 
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Table 8-6.— Aerospace Industry Employment by Occupational Group, 1968-85 



Employees 





Sales 




Production 




Scientists 












(in billions 


Total 


workers 


Percentage 


and 


Percentage 




Percentage 




Year 


of 1972$) 


(000s) 


(000s) 


of total 


engineers 


of total 


Technicians 


of total 


All others 


1968 . . 


30.1 


1,403 


738 


52.6 


221 


15.8 


81 


5.8 


363 




27.9 


1,295 


658 


50.8 


203 


15.7 


72 


5.6 


362 




26.5 


1,069 


528 


49.4 


167 


15.6 


67 


6.3 


307 


1971 ... 


22.3 


924 


448 


48.5 


159 


17.2 


60 


6.5 


257 






944 


473 


50.1 


168 


17.8 


65 


6.9 


238 


1973 . . . 


23.4 


962 


484 


50.3 


164 


17.0 


66 


6.9 


248 






973 


483 


49.6 


166 


17.1 


67 


6.9 


257 


1975 . . . 


22.4 


925 


444 


48.0 


167 


18.1 


63 


6.8 


251 


1976 ... 


21.7 


898 


420 


46.3 


166 


18.5 


62 


6.9 


250 


1977 . . . 


21.5 


894 


410 


45.9 


173 


19.4 


59 


6.6 


252 


1978 . . . 


22.6 


1,032 


519 


503 


170 


16.5 


64 


6.2 


279 


1979 . . . 


24.8 


1,152 


592 


51.4 


177 


15.4 


69 


6.0 


314 


1980 ... 


27.9 


1,218 


612 


50.2 


196 


16.1 


78 


6.4 


332 


1981 ... 


29.6 


1,203 


578 


48.0 


194 


16.1 


84 


7.0 


347 


1982 ... 


29.4 


1,153 


535 


46.4 


200 


17.3 


79 


6.9 


339 


1983 ... 


30.8 


1,171 


528 


45.1 


207 


17.7 


87 


7.4 


349 


1984 1 . . 




1,252 


567 


45.3 


223 


17.8 


93 


7.4 


369 


1985 1 ... 




1,299 


584 


45.0 


234 


18.0 


98 


7.5 


383 



NOTE: Data baaed on Oacambar survey. Industry ttrikas occurred In 1977 and 1963, Employment figures include aircraft, missile, and space Industries (SIC 372 and 
376); estimated aerr*oac*related communication •qulpment (SIC 3662) and Instruments (SIC 381 and 382); and estimated related products (SIC 28, 35, 73, 89, etc ). 
■Estimates. 



SOURCE Aerospace Industries Association, Aerospace News, Washington, DC, Apr. 1 9, 1985; and Aerospace Industries Association, Atrospact Fscts and Flgvns 
19S4/85 (New York: Aviation Week & Space Technology, 1984). 



they were able to meet demanding specifica- 
tions for military orders (which account for 50 
to 70 percent of the aerospace business). In 
addition, the automated tools save the produc- 
tion labor of skilled and semiskilled machine 
operators. Other NC applications reduce the 
need for several kinds of semiskilled produc- 
tion labor. For example, NC pipe-bending ma- 
chinery eliminates the need for time-consum- 
ing measuring and bending of pipes by humans. 
NC riveting improves quality and reduces the 
number of riveters required for a given job. 
Fiber-optic cable and new cockpit designs 
promise to reduce the need for a range of pro- 
duction work in electrical wiring, from the 



semiskilled job of cutting wires to specified 
lengths to the more skilled tasks of wire-splicing 
and routing. 

The employment figures in the aerospace in- 
dustry suggest some of the difficulties that pro- 
duction workers losing jobs in manufacturing 
now face. Displaced production workers who 
want to remain in the same industry will need 
training to qualify for one of the growing tech- 
nical occupations. Yet there are not enough of 
these jobs to go around. Between 1968 and 
1985, technical jobs in aerospace grew by 
30,000, while jobs for production workers 
dropped by 154,000. 



TECHNOLOGICAL CHANGE AND THE NATURE OF JOBS 



Technological change affects not only the 
number of jobs but also their nature. Skills may 
become obsolete, new skills may be demanded, 
and the content of particular jobs may be 
altered* If automation simplifies or de-skills a 
job, wages for that kind of job may fall; or the 
job may become mechanical and stultifying. 



On the other hand, new technologies may open 
possibilities of more interesting, better paid 
jobs, at least for those workers with the skills 
to qualify. 

Concerns about the effects of technology on 
the nature and quality of jobs and the skills re- 
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quired for them are not new. As factory auto* 
mation was adopted in the late 1950s, many 
people expected not only that factory employ- 
ment would fall but that blue-collar workers 
would have to acquire higher skills to deed with 
the new equipment. With the rapid economic 
growth and falling unemployment rates of the 
1960s, these concerns diminished. Some skills 
and occupations were obviously affected— 
those of compositors, for instance, as typeset- 
ting was computerized, or longshoremen, with 
changes in packaging and coniainerization. 
Many of the affected workers were represented 
by strong unions, which won comfortable set- 
tlements for those who were displaced. More 
generally, the strong economic growth and ris- 
ing real wages of the 1960s eased readjustment 
problems. 

Today, the debate on what technology is do- 
ing to skill requirements has reappeared and 
now extends to white-collar and service work- 
ers as well as blue-collar workers. Two oppos- 
ing points of view are prominent— that tech- 
nological change leads to upgrading of skills, 
making for better jobs but also requiring more 
training or education, so that less skilled peo- 
ple may have trouble finding jobs; or, on the 
contrary, that advanced technology de-skills 
jobs, making them narrower, more repetitious 
and perfunctory, and leaving workers as noth- 
ing but machine tenders at relatively low pay. 
A third view has also emerged: that technologi- 
cal changes are increasing die quality and num- 
ber of some higher level jobs while eliminat- 
ing or downgrading middle-level positions, 
thus creating a skills gap between lower and 
higher level jobs. 

Framed in this way, the arguments are overly 
simple. First, they focus too narrowly on the 
relation between skill levels and wages, leav- 
ing out of account the powerful influence of 
economic conditions; and second, they take too 
narrow a view of technology, assuming that the 
equipment and hardware alone determine 
what jobs will be like. 

The differing economic conditions of the 
1960s and the 1980s illustrate the importance 
of the first factor. If some kinds of factory work 



were de-skilled by the automation of the 1960s 
(an arguable assertion), the prosperity, low un- 
employment rates, and rising red wages of that 
decade more than compensated most workers. 
Also, in some manufacturing industries, col- 
lective bargaining contributed to higher pay 
than might have been expected for workers 
with limited skills or education. By die mid- 
1980s, by contrast, real wages of production 
and nonsupervisory workers on private non- 
agricultural payrolls had been declining for 
more than a decade. In 1985 hourly earnings 
of these workers were about 6 percent below 
their earnings in 1977 (in constant dollars); 
weekly earnings had dropped 9 percent below 
the 1977 level, and were about 14 percent be- 
low their highest point, in 1972 and 1973. The 
reasons had less to do with changes in the skill 
content of jobs, associated with technological 
change, than with a number of economic and 
social factors— the entrance of millions of in- 
experienced young people and women into the 
job market in the 1970s, the inflation of the late 
1970s, the deep recession of the early 1980s, 
the persistence of unemployment in the mid- 
1980s at rates above 7 percent, the decline of 
labor unions, and intense competition from 
lower wage countries. In this situation, with 
real wages on the decline and unemployment 
rates high by historical standards, the effect on 
wages of de-skilling a large number of jobs 
might prove considerable. 

Also missing in the de-skill ing/upgrading 
argument is the point that technology alone 
does not determine the nature of jobs. It does 
not, by itself, raise, lower, or polarize the skills 
required. While the characteristics of a new 
technology, and the competitive environment 
of the firm or industry adopting it, set limits, 
there is usually room for some latitude in rede- 
signing jobs. In organizing the tasks that re- 
main for human workers to do, managers and 
engineers (sometimes with worker participa- 
tion) may have a range of options, from ration- 
alizing jobs— i.e., reducing them to simple, 
repetitive tasks— to broadening and integrating 
jobs, that is, including more kinds of tasks in 
each job and establishing for each a goal that 
is the logical culmination of the set of tasks. 
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A wide range of options does not always ex- 
ist; costs and other constraints are important. 
Also, it is often difficult to foresee exactly what 
options there may be with new, unfamiliar 
technologies. Nonetheless, as examples in the 
following sections show, different solutions are 
possible with some jobs; upgrading and de- 
skilling of essentially the same job are occur- 
ring in different firms and countries. 

OT A's analysis does suggest some common- 
ality in the skills that will be needed in facto- 
ries, offices, and services such as health care 
to make effective use of advanced technologies. 
These skills differ from the ones that many dis- 
placed workers possess. Routine mental and 
physical skills (e.g., those used in operating ma- 
chines, moving materials, punching keyboards) 
will be less in demand. More in demand will 
be good basic competencies in reading and 
math, abroad understanding of how the indi- 
vidual worker's tasks and job fit with those of 
others, an aptitude for team work, and an abil- 
ity to get the feel for, and take responsibility 
for, the proper functioning of expensive equip- 
ment in complex production systems. 

Technology and the Range of Job Options 
How Technology Displaces Jobs 

Even though technology alone does not de- 
termine the makeup of jobs, it is a major force 
in determining the range of possible job op- 
tions. Its main effects are: 1) to displace tasks 
previously performed by people; 2) to create 
new tasks; and 3) to limit, by its inherent fea- 
tures, the ways in which tasks can be allocated 
to specific jobs. 

New technologies can displace the tasks of 
human workers in several ways. The most ob- 
vious way is for a machine to take over a task 
performed by a worker. Robots that load work- 
pieces into automated machine tools, for ex- 
ample, take the place of the human worker, but 
the task still exists. Another common form of 
technological displacement is a change in proc- 
ess or product that eliminates the task* Some 
plastic parts, for example, need hand finishing 
to remove flash (excess material] from the fin- 



ished product. A different molding technique, 
used for some parts, prevents the flash from 
forming, thereby eliminating the finishing 
operation. The task of hand finishing is not 
automated; it is no longer needed. Tasks may 
also disappear when technology changes the 
demand for a product. For example, when 
hand calculators replaced slide rules, several 
specialized precision machining and printing 
tasks disappeared. 

Tasks, or parts of jobs, are more commonly 
displaced than entire jobs; work is restructured 
to use new technology, in some cases leaving 
fewer people performing the same amount of 
work. For example, a law firm may employ five 
lawyers, all of whom spend part of their days 
searching for legal references. When the firm 
introduces a computer to identify sources, the 
laywers can do more work of other kinds. If 
four lawyers can handle as many cases with 
a computer as five could without the computer, 
one lawyer can be displaced. The computer, 
however, does not possess the skills of a law- 
yer. In the same way robots, no matter how 
adroit they become, do not replicate human 
workers. 

Often, new technologies both displace and 
create tasks. For example, automatic material- 
handling equipment displaces the manual task 
of driving a delivery cart and most of the load- 
ing and unloading tasks. At the same time, it 
requires computer programming, machine 
monitoring, and maintenance. 

The design of technology may limit or ex- 
pand the options for allocating tasks. The posi- 
tioning of workstations on an assembly line, 
for example, limits the tasks that can be as- 
signed to any one person, since a worker can- 
not perform tasks at two distant stations at the 
same time. New technology may also broaden 
options. A case in point is advanced electronic 
equipment, which allows an airplane pilot to 
perform navigational tasks. These examples il- 
lustrate the fact that many of the features of 
a new technology which limit or expand op- 
tions for assigning tasks are designed into the 
technology. Design choices are not uncon- 
strained. They are limited by physical possi- 
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bility, scientific understanding, engineering 
know-how, traditional ways of thinking, and, 
most significantly, by costs. Even so, the effects 
of technology on the tasks workers perform 
arise from the decisions made by people, from 
the early stages of research, development, and 
design, to the end point of use of the new equip- 
ment or methods in the workplace. 24 

How decisions made in the design stage af- 
fect jobs is illustrated by a recent Swedish ef- 
fort in which workers cooperated with com- 
puter scientists to develop a new printing 
technology. Computerized text entry, type- 
setting, and layout have made far-reaching 
changes in the number and quality of jobs for 
production workers in printing. Making up 
pages for newspapers was once the province 
of printers on the shop floor, in the days of lead 
type. Today it is becoming a computer termi- 
nal rob. By 1980, the Swedish Graphic Work- 
ers Union, representing printers, typographers, 
lithographers, and other production workers 
in printing, sought a role in developing soft- 
ware that skilled workers could use as an ad- 
vanced tool in making layouts. 25 Instead of leav- 
ing the technology design solely to vendors and 
computer scientists, the workers waited a say 
in research and development, to support tech- 
nology that would make use of their skills, cre- 
ate desirable working conditions, and contrib- 
ute to higher product quality. 

With the help of public funding, the union 
formed a cooperative program with govern- 
ment and business called Project UTOPIA (in 
Swedish, an acronym for training, technology 
and products from a skilled worker's perspec- 
tive). The project developed a computer and 
software system that allows the operator to 
visualize on the computer screen both hill-page 
layouts and close-ups of details. This feaiure 
gives the operator greater power to design in- 



"For a comparative study of the work-related priorities of engi- 
neers and computer systems designer? in the United Kingdom, 
Sweden, and the United States, see: Bo Hedberg and Enid Mum- 
ford, "Design of Computer Systems"; and J.C. Taylor, "Job De- 
sign Criteria Twenty Years Later," in Design of Jobs, 2d ed, L.E. 
Davis and J.C. Taylor (eds.) (Santa Monica, CA: Goodyear, 1979), 
pp. 44-53 and 54-62, respectively. 

"Roben Howard, "UTOPIA: Where Workers Craft New Tech- 
nology " Technology Review, vol. 88, No. 3, 1985, pp. 42-49. 



teresting layouts than other computerized lay- 
out systems, which do not show the actual page 
on the screen. According to the workers, an 
operator who has to "work blind" without see- 
ing how the page will look is less able to cre- 
ate an attractive, varied layout. Another bene- 
fit of the union's involvement was that it ga^/e 
participants a broader understanding of the po 
tential of computer technology in printing. 

The labor-management-government cooper- 
ation of the UTOPIA project is rare. Even in 
Norway, where laws guarantee union involve- 
ment in technological planning, unions are 
more likely to wait until new systems are de- 
signed and implemented before making a crit- 
ical assessment. It is nearly always managers, 
guided by technical experts, who make the ma- 
jor decisions on the design and use of new tech- 
nology. 26 

People and Machines 

There are limits to replacing human labor 
completely with technology. Three kinds of 
considerations influence the mix of human be- 
ings and technology in producing goods and 
services: 1) technological constraints: the fact 
that some tasks cannot be done well, or eco- 
nomically, or at all by mechanical or electronic 
means; 2) the need for people to design, oper- 
ate, maintain, and repair technology; and 3) the 
selection of some tasks for people to perform 
because the tasks are important to quality of 
worklife, or tradition, or aesthetics, despite 
proven abilities of machines to perform those 
tasks. 

In assigning responsibility among humans 
and machines, engineers and managers often 
view people as adjuncts, available to do what- 
ever is too complex or too expensive to auto- 
mate. Some regard people as unpredictable, 
demanding, and inefficient compared with ma- 
chines, and see automatic manufacturing as an 
opportunity to design humans out of the sys- 
tem. People are not so easily dispensable, how- 
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ever. While technical advances have enabled 
machines to take over some of the work peo- 
ple did in the past— with improvements in 
productivity and reductions in costs -it is sel- 
dom possible to do without human judgment 
and flexibility. 

Human skills ore rarely directly comparable 
with those of machines* Descriptions of what 
people can do as if they were machines (me- 
chanistic models of skill) and descriptions of 
what machines can do as if they were people 
(anthropomorphic models of technical per- 
formance) fail to capture the great versatility 
of human labor. A robotic system, for exam- 
ple, may include visual sensors to locate ob- 
jects and an electronic controller to respond 
to this information* Yet this system does not 
begin to match the complexity and adaptabil- 
ity of human perception, thought, and action* 
People are much better than machines at work 
requiring judgment, interpretation, and adapt- 
ability* When a nail hits a knot, a carpenter can 
adjust* Current generations of robots cannot* 
A computerized vision system can spot solder 
runs on a printed circuit board but cannot in- 
terpret X-rays of pipeline welds* Confusion 
over what people do well and what machines 
can do well leads to pooriy designed jobs and 
machines* 27 

Automated systems, while they may run with 
fewer people, still require some people* When 
computers are integrated with complex sys- 
tems—in process control, for example— perfor- 
mance of tasks does not become wholly auto- 
matic (see box 8 A)* The same is proving to be 
true in automated systems for small-lot produc- 
tion* 28 



"K. Noro and Y. Okada, "Robotlzation and Human Factors/' 
Ergonomics, vol. 26, October 1983, pp. 985-1000; H. Mcllvaine 
Parsons and Greg P. Kearsley, "Robotics and Human Factors: 
Current Status and Future Prospects," Human Factors, vol. 24, 
October 1982, pp. 535-552; and Warren P. Seering, "Who Said 
Robots Should Work Like People?" Technology Review, vol. 88, 
April 1985, pp. 59-67. 

"See, for example: Robin P. Bergstrom, "Taking Stock of 
FMS . . . Users Speak Up," Manufacturing Engineering, vol. 92, 
March 1984, pp. 48-55; "Roundtable Participants Talk About 
CIM Myths and Realities, People Aspects and the Future," In- 
dustrial Engineering, vol. 17, January 1985, pp. 35-51. 




Industrial robot welding a computer frame assembly 



Automated systems cannot be idiot-proofed* 
In fact they are likely to be more sensitive than 
labor-intensive systems; one unexpected occur- 
rence can shut down a highly automated proc- 
ess. Moreover, when heavily stressed, faced 
with unusual conditions, automated systems 
may fail in unexpected ways, throwing the de- 
cisions back on human operators* All too often, 
as in the Three Mile Island accident, the peo- 
ple have trouble coping— perhaps because their 
jobs have been poorly designed* 29 As jobs in 
automated systems become more routine un- 
der normal circumstances and more demand- 



M For a list of operator limits on automated systems, see 
Christopher D. Wickens, Engineering Psychology and Human 
Performance (Columbus, OH: Charles E. Merrill Publishing Co., 
1984), pp. 490495. For a discussion of work design issues at 
Three Mile Island, see Joel A. Fadem, "Automation and Work 
Design in the United States,' 1 Automation and Work Design, F. 
Butera and I.E. Thurman (eds.) (Amsterdam: North Holland, 
1964), pp. 647*696. 
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Box 8A.— The fob of a Machine Tandar in Paparmaldng 

Modern papermaking illustrates the relation between people and machines in a highly automated 
process control system* and the critical role played by humans. Jobs in the paper industry are typical 
in many ways of an increasing number of computer-assisted jobs. Responsibilities of the paper crew— 
those directly involved in operating a paper machine— include close interaction with a computer, 
as well as performance of such traditional tasks as aligning equipment, reading gauges, adjusting 
vahro settings, and repairing machinery. 

Papermaidng is the conversion of wood pulp— cellulose fibers separated chemically or mechani- 
cally from the other components of wood— into paper. At the wet end of a paper machine a layer 
of prepared pulp is suspended on a metal screen; water is drained from the pulp, and also drawn 
out by vacuum suction* The drying pulp takes the form of a wide cortinuous sheet as it progresses 
to the dry end of the paper machine. A woven belt or felt supports the paper as it passes through 
heated rollers, which remove additional moisture and bring the paper to the trequired thickness. An 
optional last stage gives the paper different surface properties or coatings. 

Papermaidng is a highly competitive industry, with both foreign and domestic firms vying to 
achieve ever-increasing efficiencies, including rising labor productivity. Papermill automation, pri- 
marily in process control, is one response. 1 In a computerized process control system, machines can 
monitor, evaluate, and adjust numerous variables such as moisture content, temperature, or machin a 
speed. A central computer can direct the system, or microprocesso rs can distribute c ontrol through- 
out the operation. The three basic dements in the system are sensors, actuators, and a computer model 2 
Sensors measure key variables, providing a constantly updated status report Computer software can 
then compare current values against a mod*! of optimum parameters. If change is required, the com- 
puter can send corrections to actuators which then physically alter the process— by opening a valve, 
for example. 

AH of this, in principle, can be done automatically. However it is rarely possible to reduce to 
a simple model the questions of how, how much, and when to adjust the large number of variables 
involved in papermaidng. For this reason, even the moat automated systems need human operators 
to make decisions, based on past experience or training or on the human feedback system known 
as trial and error. In the automated process control papermaidng system, with its combination of 
people and machines, the crew working directly on the paper machine typically includes five work- 
ers. Without process control, a 20-worker crew is the norm* 

The work flow in the multistage, continuous process of papermaking is highly integrated. Each 
stage of the process can directly affect all others. A major difficulty at any stage may force the entire 
system to shut down. Minor problems must be overcome quickly lest they become major. For exam- 
ple, if paper breaks in the paper machine— not an uncommon event— the paper machine crew must 
remove the torn sheet and quickly prepare the machine to start up again, to avoid a shutdown. The 
team approach of the paper crew is essential to the papermaking craft 

At die head of the paper crew is the machine tender, who controls the process computer. By 
operating a keyboard on a control panel he can adjust the system's operation, based on information 
presented on visual-display monitors. His duties in the control room include interpreting control charts, 
doing arithmetical calculations, maintaining logs, and communicating with other members of the 
crew, verbally or by hand signals, on what needs to be done. The machine tender is responsible not 
only for spotting problems but anticipating them. 

Because the information coming through the computer is not sufficient for reliable operation, 
the tender's job also includes direct testing and observation, such as inspecting equipment for signs 
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of wear or looking for other potential malfunctions. The tender also has chief responsibility for a 
variety of manual operations not directed by the computer, including changing filters and aligning 
equipment. In emergencies, such as malfunctions in the paper machine, the machine tender's ability 
to diagnose the trouble rapidly, coordinate the crew, and possibly direct activities of other workers 
as well become crucial. Much of his time, however, is spent in the control room— a haven from the 
noise, heat, and fumes of the mill floor, and a place for socializing with other crew members when 
the work load ebbs. 

The work of the other crew members also involves traditional blue-collar tasks, requiring dex- 
terity and skill in the use of hand tools* At least one, sometimes more, members of the crew are trained 
in the machine tender's job so they can substitute if needed. Members are also trained in each other's 
tasks* Traditionally, crew members were expected to monitor the machine's operation with a combi- 
nation of skills and art based on experience (e.g., a crew member might taste the pulp to evaluate 
its acidity)* In some automated mills, crew members are expected to keep up these skills, in case 
the machinery fails. 

The machine tender's job was always one of the best in the mill A worker might spend 25 years 
in various mill jobs before moving up to tender* In one highly computerized mill, managers required 
formal training, provided onsite in an initial 20-week intensive course, followed by further training. 
The initial course was open to all applicants who qualified whether or not they were current employ- 
ees; at the end of it, candidates for machine tender were chosen primarily on the basis of their train- 
ing test scores* In selection systems of this kind, on-the-job training still bias some value, in preparing 
the tender for responsibility and giving him a broad understanding of related jobs in the mill. But 
the abstract character of monitoring and troubleshooting complex equipment puts a premium on class- 
room instruction. 



ing when complex systems malfunction, oper- 
ators may have more trouble diagnosing system 
problems in an emergency, just when quick 
and correct response is vital. 

In general highly automated systems de- 
mand greater responsibility by employees and 
depend more heavily on human judgment and 
skill than do more traditional systems. Whether 
the job is that of a nuclear powerplant opera- 
tor or an air traffic controller, man-machine 
integration becomes more crucial as the capa- 
bilities of the machine expand. One implica- 
tion is that the distinctions between managers 
and production workers narrow as the latter 
take on greater responsibilities. 

Task and Skills Changes 

As new technologies are adopted in the work- 
place, cognitive and communication tasks will 
be shared by workers and computers, and peo- 
ple will share tasks of observation and physi- 
cal manipulation with sensors and mechani- 
cal actuators or manipulators. Because some 



kinds of tasks are more suited to the capabil- 
ities of machines than others, jobs made up 
mostly of such tasks may be vulnerable to dis- 
placement. 

Figure 8-6 depicts a semiautomatic system 
in which human workers and machines both 
perform tasks. Human-operated manual com- 
mands and computer commands can both con- 
trol the work. In the automated loop, the com- 
puter model, a collection of algorithms and 
specifications of acceptable operating condi- 
tions, sends directions to actuators. Sensors 
continuously enter data on changes in the work 
environment, keeping the computer model cur- 
rent. The manual loop allows worker control 
of the system through an input-output device 
to the computer model. People regulate the 
work process through manual testing and ob- 
servation, and manipulate it by operations such 
as part loading or repairs (see box 8A). 

As figure 8-6 indicates, the greater the reli- 
ance on sensors, actuators, and the computer 
model, the less the need for the corresponding 
human tasks. Computer algorithms displace 
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Figure 8*6.— Control Network for a Semiautomatic System 
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the human tasks of routine organization and 
transfer of information, and also well-defined 
computational tasks, such as daily production 
planning, accounting, and correspondence. 
Mechanical sensors can take the place of some 
sensory and perceptual tasks, and mechanical 
actuators displace tasks requiring manipulative 
skills. 30 

The riveting of airplane skins illustrates some 
of the ways in which tasks are assigned to hu- 
mans and machines with computerized tech- 
nology (see box 8B for details). Riveting, a fas- 
tening task traditionally done with a hand-held 
riveting gun, can also be performed with a 



"See. for example. Stephen G. Peitchinis. Computer Techno!* 
ogy and Employment: Retrospect and Prospect (New York: St. 
Martin's Press. 1983). p. 98. 



computer-controlled machine. The correct pro- 
cedures for positioning and driving rivets come 
both from stored information in the computer 
and from the operator's knowledge. Electronic 
sensors and the vigilance of the operator pro- 
tect the process from poor rivets and machine 
malfunctions* Many (not all) of the manipula- 
tive tasks shift to the riveting machine, but hu- 
man operators gain some new cognitive tasks, 
such as avoiding uncorrected program errors, 
stopping the machine in case of malfunction, 
and doing minor troubleshooting. Other work- 
ers—skilled maintenance people— must be fa- 
miliar with the machine and knowledgeable 
about computer and electronic instrumen- 
tation. 

Hospital technical workers provide another 
example of changing tasks and changing skill 
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Box 8B.— Numerically Controlled Riveting Machine Operator— Airplanes 1 

Riveting, a semiskilled production job, is important in airplane manufacture, where rivets fasten 
together aluminum sections of the fuselage and wings. Traditionally the job was performed with a 
hand-held riveting gun. The use of numerically controlled (NC) riveting machines is common among 
major aircraft manufacturers today. With the new technology, the skills required for riveting have 
shifted from primarily manual to more mental and conceptual, although in both the old and new 
technologies there is a mix of manual and mental skills. 

Up until World War H, airplane riveting was done mostly by hand. Workers with hand-held riveting 
guns inserted rivets according to prepared layouts. This labor-intensive process was expensive and 
physically demanding. Wrist ailments, hearing loss due to high noise levels, fatigue, and injuries from 
working in cramped quarters were not uncommon. Stress related to the work sometimes led to fist 
rights on the shop floor. 

Wartime production and a shortage of workers encouraged the development of riveting machines- 
manually operated at first, and later numerically controlled. 2 These machines improved the quality 
and consistency of riveted joints and reduced the cost. Hand methods have not been entirely su- 
perseded; they are used for about 10 percent of the rivets on a large commercial airplane. Places 
that are hard to get at where a machine would not fit, small oddly shaped pieces, final assembly points 
such as joining wings to fuselage, and repairs of bad rivet joints still call for a riveter experienced 
with a hand-held riveting gun. 

Manual (non-NC) riveting machines were the first replacement for the riveting gun, and are still 
generally used to rivet smaller subassembly pieces of the airplane. Responsibilities of the machine 
operator include set-up of the machine, operation, quality control, and coordination of work wiih 
others involved in the manufacturing process. From his experience as a hand riveter, the operator 
has gained a familiarity with the size and kind of rivet for each job, which he may need for selecting 
rivets or for detecting errors. The operator also needs the ability to judge the quality of a riveted joint. 
Additional training for operating a non-NC machine usually amounts to 2 days of formal training 
and 1 week of on-the-job training at the machine. 

Before each different part and between changes .n rivet size or type the machine needs to he 
set up or adjusted. The operator analyzes the work required, selects the correct rivets and tools (e.g., 
drills, anvils, hoppers), and makes minor adjustments to the machine, including changes for differ- 
ent rivet sizes. Aluminum parts or subassemblies, usually light enough for the operator to lift and 
handle, are generally delivered with the rivet positions marked on them. The operator aligns the marks 
with the target position of the machine and presses a foot pedal to activate the drilling-countersinking- 
riveting sequence. On some machines, a laser highlights the target area, which adds to the position- 
ing accuracy. 

The operator is responsible for checking his own work and may spot problems from earlier stages. 
For example, if an operator notices that the marked position for riveting a rib deviates from patterns 
seen in the past, he may question the layout rather than proceeding with riveting— perhaps prevent- 
ing a costly error. The operator also marks any bad rivets he may make, so they can be corrected 
later by hand. 

For an NC machine, the operator performs the same setup tasks as those for manual riveting 
machines, plus new tasks. Usually the structures to be riveted are too big for the operator to handle, 
and are positioned by hydraulic equipment. The operator positions the workpiece correctly relative 
to the riveting machine, selects and aligns tools, loads the NC tape or disk, and runs a test coupon 
(two small aluminum sections riveted together to test the machine's operation). With an NC machine, 
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the operator may be as much as 20 feet away from the rivet site. During riveting the operator must 
monitor spacing sensors, a television screen which shows upper and lower views of the piece, and 
the monitor screen on the NC controller. He must be trained to stop operation if necessary and restart 
the NC program at a corrected position. Ho may also have to skip over a section of a program known 
to be faulty but not yet corrected, and return the NC controller to the correct position manually. In 
addition, malfunctions, normal wear of tools and equipment, and quality of the riveted joint have 
to be constantly monitored. 

With some NC riveting machines, operators must communicate with a co-worker who visually 
inspects each rivet to be sure it is inserted properly. While the operator remains at the controls, the 
inspector is physically near the workpiece, often crouching or seaming rivets overhead. Operators 
and inspectors switch positions during each shift. With more advanced machines, the arduous in- 
spector task is eliminated; the operator can inspect the rivets with improved sensors and closed cir- 
cuit television. 

Communication skills are essential to the job in other ways as well. Changes in specifications, 
additions to the work flow, and rush jobs find the operator working with several other people on 
the shop floor. In addition* machine breakdowns and design modifications require working with engi- 
neers and maintenance personnel. These social skills, often overlooked, are necessary for all involved 
to work well together and to manufacture a quality product 

While maintenance technicians tackle the more difficult equipment problems, the NC machine 
operator is the focal point of the operation. Though similar, each of these large machines is unique. 
The operator, with time, develops an understanding or feel for the operation of a given machine— its 
abnormalities, sensitivities, maintenance history. He must communicate and coordinate this under- 
standing with the others responsible for the machine to ensure smooth operation. These include engi- 
neers, maintenance workers, planners, foreman, NC programmers, and technicians. 

Tho skill requirements of the NC riveting machine operation are clearly different than those of 
hand riveting or even non-NC machine riveting. The knowledge gained in hand riveting (e.g., rivet 
selection, quality inspection) dees transfer to the more automated jobs, but there is a major shift from 
manual to more conceptual skills. The NC operator must deal with complex changes and possible 
malfunctions which are beyond the realm of hand riveting* He is removed from physical contact with 
the workpiece, and must have a more abstract mental model of the work. Instead of feeling in his 
arm the impact of inserting a rivet, he observes it, from 20 feet away, on a television screen. 

Perhaps the most telling evidence of the shift away from physical skills is the attitudes of opera- 
tors. At one aircraft plant, the area containing the NC riveting machines is jokingly called the "rest 
home/' Notably, the area is quiet. Manual rivets are inserted with impact force, while the automated 
technique squeezes them in with steady pressure. The vibration of the riveting gun, the muscle fa- 
tigue, the bending, crouching, and standing required for manual riveting are replaced with an office 
chair before the controls. 



requirements with advances in technology, as 
described in an OTA contractor report. 31 Med- 
ical technologists test blood and other body 
fluids for a number of factors, including the 
presence of chemical substances and disease- 
producing organisms, number and character- 



"Bernard Ingster. Charles P. Hall, Jr., and Arnold I. Silver- 
man, "Effects of New Technology on Skill Requirements of Clin- 
ical Laboratory Technologies and Radiologic Technologists/' 
contractor report prepared for the Office of Technology 
Assessment. 



istics of white and red blood cells, blood type 
and clotting time, and the status of the body's 
immune system. Credentials for medical tech- 
nologists include a bachelor's degree in biol- 
ogy or chemistry. These workers are expected 
to decide whether test results are valid, to grasp 
the significance of patterns of daily test results 
for individual patients, and to alert physicians 
to potentially life-threatening conditions. They 
also need manual skills for laboratory bench 
work with such equipment as pipettes and bot- 
tled reagents. 
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Worker operating a riveting machine 



In clinical chemical laboratories, where tech- 
nologists test blood for chemical substances, 
most of the work is done with fast, automated, 
computerized equipment. Automation of the 
work began in the 1950s and has become in- 
creasingly more sophisticated. Technologists 
in modern labs need only type in the test selec- 
tion on a computer keyboard, load the speci- 
men, and push a button. The equipment can 
determine whether a sample is out of normal 
range and redo the test automatically, and can 
record and transmit results to other worksta- 
tions. Technologists retain responsibility, how- 
ever, for validating test results. If they are out 
of the normal range, and the technologist feels 
that the process was faulty, he/she must run 
the test again. Or, the technologist may deter- 
mine that the tests are a valid indicator of the 
patient's health. Technologists are also ex- 
pected to retain their manual skills for occa- 
sions when physicans want independent con- 
firmation of an automated test result and, more 
rarely, in case of emergency failure of the auto- 
mated equipment. In common with factory 
workers using automated equipment, these lab- 
oratory workers must have enough understand- 
ing of the equipment to spot malfunctions and 



do simple troubleshooting. Table 8-7 summa- 
rizes the changing tasks of both clinical lab 
technologists and radiologic technologists with 
the introduction of new equipment. 

Despite the steady rise in labor productivity 
of clinical laboratory technologists, employ- 
ment of medical technologists approximately 
quadrupled from 1966 to 1982, increasing from 
38,000 to 150,000. Exactly comparable data for 
hospital beds and patients are not available, but 
the ratio of full-time hospital employees to pa- 
tients in hospitals rose from 2.24 in 1965 to 3.76 
in 1982, and medical technologist jobs were 
part of that growth. The reason was the rapid 
introduction of new technologies and services, 
especially after Medicare and Medicaid laws 
were passed in 1966. It is expected that budget 
stringency and cost containment for both 
Medicare and Medicaid will now sharply cur- 
tail the rate of hospital employment growth. 32 
Total hospital employment has in fact dropped 
slightly since 1983. In one of two hospitals 
studied by OTA's contractor, employment in 
clinical laboratories dropped slightly from 1979 
to 1984, but attrition took care of the reduc- 
tions; there were no layoffs. In the other hos- 
pital, clinical lab employment has remained 
stable; it may expand, since the hospital is dis- 
continuing some work once performed by an 
outside commercial laboratory and bringing 
that work into its own labs. 

Changes in skill requirements for radiologic 
technologists show a different pattern from 
that of clinical lab technologists, where the em- 
phasis is on further automation of existing 
diagnostic services. In radiology, the new tech- 
nologies are linked with significant advances 
in the physician's diagnostic abilities. With 
conventional X-rays, the way to visualize differ- 
ent 5 egments of the body is to rotate the patient 
or the equipment and take several pictures. In 
the newer technology of computed tomogra- 
phy (CT) the body part is placed within a ring 
of multiple X-ray sources, which are linked to 
electronic systems that capture multiple im- 
ages. Computers process the images and inte- 



"Ibid., Section B. 
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Operation of a numerically controlled riveting machine 



grate them for visual display on monitors or 
film. CT scanners are able to take extremely 
thin cross-sectional "slices" of the head and 
body, at different angles, and produce crisper 
images than the conventional X-rays. CT has 
been in use for about 10 years. 

A still newer technology is magnetic reso- 
nance imaging (MR). Like CT, it produces 
cross-sectional images generater' by computer; 
but in contrast with X-ray technologies, it 
produces clear images of soft tissues without 
obstruction by bone. The main component of 
the technology is a powerful, ring-shaped mag- 



net, which is fitted closely around the head or 
body part of the patient. 

Both CT and MR do something new and dif- 
ferent from conventional X-rays; they supple- 
ment, not supplant, the older technology. The 
tasks associated with conventional X-ray are 
not displaced, but new ones are added (table 
8-7). The old and new tasks usually are not per- 
formed by the same people, however; CT and 
MR technologists are usually specialists who 
have been given further training after qualify- 
ing in conventional radiologic techniques. Em- 
ployment of radiologic technologists is not ex- 
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Table 8-7.— The Changing Tasks of Medical and Radiologic Technologists 



Work tasks 



Displaced Unchanged Created 



Medical technologist: 

Understanding chemical test reactions sufficiently to assess the quality 

of manual testing processes X X 

Having the manipulative skills to perform laboratory bench tests X X 

Maintaining quality standards during manual testing X X 

Confirming changes during manual testing by visual inspection X X 

Performing manual testing according to strictly defined protocols and 

"self-review" of work X x 

Understanding the significance of a pattern of results of daily testing of 

a patient X 

Confirming and validating test results X 

Observing the results of the process being performed to ensure correct 

protocols are followed X 

Determining when to inform physicians of a potentially life-threatening 

situation X 

Maintaining quality standards during instrument testing X 

Determining if results produced by automatic instruments are valid X 

Understanding the operating systems, protocols, work flow, and 

maintenance practices for diverse automatic instruments X 

Having the manipulative skills to control automatic equipment X 

Monitoring the information on cathode-ray tubes and test data recorded 

by automatic equipment X 

Identifying the kinds and probable sources of malfunctions of 

automatic instruments X 

Radiologic technologist: 

Understanding conventional X-ray procedures, with particular attention to 

body positioning and film exposure techniques X X 

Using good interpersonal skills in working with patients and physicians X 

Having the manipulative skills in working with equipment and patients X 

Reviewing of X-ray film to assure that the desired body area has been 

filmed and that the film quality is as specified by the physician X 

Determining proper body position and exposure parameters for X-ray 

imaging r the "target" body area X 

Deciding whether the target area is filmed as requested X 

Following highly detailed procedures X 

Understanding cross-sectional anatomy X 

Understanding the operating characteristics of the computed-tomography 

(CT) scanner X 

Understanding the operating principles of the magnetic resonance (MR) 

scanner X 

Understanding how the CT or MR equipment accommodates body 

positioning and exposures automatically X 

Showing more sensitivity in interpersonal relationships with patients who 

must be confined for a long period in small areas X 

Reviewing of MR image films that do not show bone structures X 

Determining that the CT or MR equipment is operating correctly X 

Determining whether a cross-sectional anatomy image has been filmed 

as requested by a physician X 

Id entifying the nature of malfunctions in CT or MR equipment x 

SOURCE Office of Technology Assessment, based on Bernard Ingster, Charles P Hall, Jr , and Arnold I Silverman, Effects of New Technology on Skill Requirements 
of Clinical Laboratory Technologists and Radiologic Technologists," contractor report prepared for the Office of Technology Assessment. October 1984. 
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pected to decline, but to continue growing 
moderately. 

CT and MR require rather less skill in posi- 
tioning the body than conventional X-rays, 
since they produce their images from multiple 
sources. They both require understanding of 
cross-sectional anatomy and the ability to rec- 
ognize whether the image on a monitor is satis- 
factory, as well as familiarity with how the new 
equipment works. In the case of MR, technol- 
ogists must understand the basic principle of 
the technology and the power of the magnet; 
they, as well as physicians and nurses, must 
be aware of the potentially fatal hazard to a pa- 
tient with metallic implants in his body. Both 
CT and MR technologists need interpersonal 
skills to help put patients at ease during lengthy 
procedures (up to an hour)— especially in the 
case of MR, which may require a patient to 
keep his head immobile in a small, tight con- 
tainer. Like other workers using computerized 
equipment, MR and CT technologists must be 
alert to equipment malfunctions. They must 
know when the trouble is beyond making a few 
simple adjustments, and when to call in the re- 
pair specialist. 

Changes in the nature of work in computer- 
ized offices have features in common with 
those of factories and hospital laboratories. A 
recent study of automation in French banking 
concluded that workers in computerized sys- 
tems need to use higher order conceptual skills, 
to form a mental model of how the system 
works. 33 The study found that, while automa- 
tion lessened some of the traditional skill re- 
quirements for data entry clerks, it also re- 
quired new and qualitatively different skills. A 
grasp of banking and computer operations be- 
came more important with automation, and the 
growing interdependence of parts of the sys- 
tem heightened the need for cooperation among 
the clerical workers. At first, these qualitative 
shifts in skill requirements were not recog- 
nized. When the French banks originally com- 
puterized, managers simplified jobs and re- 



M Paul Adler, "Rethinking the Skill Requirements of New Tech* 
nologies," Working Paper, Harvard University Graduate School 
of Business Administration, 1983. 



duced training requirements. However, they 
soon found that the clerks' isolation and lack 
of understanding of how the system worked 
were causing errors, lowering productivity, 
and making customers angry. In response, 
French banks had to make major investments 
in retraining clerical workers, particularly in 
basic computer literacy, the structure of the 
bank's processing system, and the logic of bank 
accounting. 34 The unexpected result of com- 
puterization was that low-level clerical jobs be- 
came more important to maintaining the qual- 
ity and efficiency of banking operations as a 
whole. 

The analysis of French banking is one of sev- 
eral studies suggesting that individual respon- 
sibility, ability to coordinate work with others, 
and decisionmaking skills increase as both 
service and manufacturing jobs are automated. 35 
New technologies based on computer systems 
tend to displace routine mental and manual 
tasks, and in some cases displace tasks requir- 
ing more complex skills, such as operation of 
machine tools. At the saine time, they add re- 
quirements of human operators for judgment, 
evaluation, the ability to spot problems and ei- 
ther solve them or call on specialists to do so, 
and an understanding of how one's own tasks 
and job fit into the larger picture. A grasp of 
basic statistical concepts— an understanding of 
trends and limits— will be needed for many jobs 
for better quality control. Social skills— ability 
to communicate readily and work with others 
as a team— often take on increasing importance. 

Many of the general skills needed for work- 
ing with computerized systems are transfera- 
ble from one job to another. These skills are 
provided, at least in part, by a good basic edu- 
cation that teaches quantitative, verbal, reason- 
ing, and social skills. For many displaced work- 
ers and adults currently in the labor force, 
remedial education in reading, simple mathe- 
matics, and elementary scientific and practi- 
cal technical principles may be needed if they 



"Ibid., p. 24. 

W F. Butera, "Designing Work in Automated Systems: A Re- 
view of the Case Studies," Automation and Work Design, F. 
Butera and J.E. Thurman (eds.) {Amsterdam: North Holland, 
1984), pp. 43-105. 
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are to work effectively with advanced technol- 
ogies (see ch* 7). In many cases, the new tech- 
nologies require highly skilled maintenance 
workers. Workers selected for training in main- 
tenance and repair work are likely to be those 
with a good basic education. For these work- 
ers, a knowledge of secondary school mathe- 
matics, electronics, and computers will be val- 
uable assets. 

Some observers interpret the changes in- 
volved with advanced technologies as moving 
toward simpler, narrower, less-skilled tasks for 
human workers. In the earlier wave of auto- 
mation, beginning in the late 1950s, many peo- 
ple expected that the automated factory would 
require increased skills, more training, and bet- 
ter education of workers. Bright's 1957 case 
studies of the metal working, food, and chemi- 
cal industries indicated that, after a period of 
heightened skill requirements in the early 
stages of automation, the level of skills required 
of operators diminished with the growth of 
computer control and greater reliability of 
autom >?<! equipment. 36 

Bright -i>vj found that automation did not 
greatly increase the need for skilled mainte- 
nance workers. like operators of the machines, 
maintenance people might need higher skill 
levels to debug a first, unique piece of auto- 
mated equipment, but at a later stage few spe- 
cial skills would be required to maintain the 
more advanced and reliable equipment. Some 
analysts expect that computer-based technol- 
ogies will follow a similar pattern. They argue 
that after computer programs have been tested 
and debugged and operations become more 
stable, the skills required of everyone, from 
operatives to maintenance workers to engi- 
neers, are likely to decline. However, if tne 
pace of change is accelerating, as many ana- 
lysts believe, then learning periods will recur 
at shorter intervals. 

In any case, computerized technologies will 
require skills that are qualitatively different 
from the skills needed to work with older tech- 
nologies. One recent survey of advanced tech- 



"James R. Bright, "Does Automation Raise Skill Require- 
ments?" Harvard Business Review, July-August 1958, pp. 85-98. 



nologies in manufacturing describes the shift 
as follows: 

The direction of manufacturing skills changes 
is from physically involved, manipulative, tac- 
tile, "hands on" type of work to that which 
is conceptual, cognitive, and based on an ab- 
stract understanding of the process. Instead 
of maintaining close physical contact with the 
product and with the process through touch, 
sight, sound and smell, the production worker 
stands aside while the integrated combination 
of computers and machines proceeds with 
minimal direct human intervention. In one job 
of this kind a worker loads a workpiece into 
a computer-controlled machining center and 
starts the machine. For the next 7Vi hours, 
while the machine makes the myriad cuts re- 
quired, the worker merely attends the ma- 
chine, intervening only once, about 4 hours 
into the process, to reorient the part on its fix- 
ture . . . The workpiece is large and valuable, 
as is the machine. A broken tool, a loose fix- 
ture, a defect in the workpiece, or a "glitch 0 
in a computer program could cause thousands 
of dollars of damage in a few seconds. The 
worker is monitoring the process rather than 
being part of it. 37 

The same study found that the need for skilled 
maintenance workers is declining as the con- 
nection between computer and machine becomes 
closer. Diagnosis of trouble and prescribed 
remedies may be provided by a computer lo- 
cated far from the factory. 

Some of these examples raise broader issues 
than whether different kinds of skills are 
needed for new technologies. They put the 
question of raised or lowered skill require- 
ments into the context of how jobs are re- 
designed as part of technological change, and 
whether job quality is enhanced or degraded* 
The following section discusses this subject. 

Redesigning Jobs as Part of Technological Change 

When new technologies are introduced into 
a factory or office, the ways in which tasks are 
rearranged into new jobs have a critical influ- 



"Robert T. Lund and John A. Hansen, Keeping America at 
Work: Strategies for Employing the New Technologies (New 
York: John Wiley & Sons, 1986), pp. Q3-94. 
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ence on the nature of the jobs. The pattern of 
tasks can determine whether the new jobs are 
de-skilled or upgraded, whether they contain 
variety or are narrow and repetitious, whether 
they involve broader respon r ilities or are con- 
fined to an isolated aspect o* the firm's busi- 
ness, and possibly whether they provide oppor- 
tunities for growth and advancement to better 
jobs. 

As with other aspects of new technology, 
managers and technical experts make the major 
decisions on how tasks are to be reorganized 
into jobs. The primary objective of managers 
in these decisions is efficiency— minimum cost 
consistent with constraints such as product de- 
sign, production volume, capital spending limi- 
tations, and enough flexibility to accommodate 
changes in design or production volume. It is 
not always simple and obvious, however, what 
kinds of job design and work organization are 
most conducive to efficiency. Often, when new 
equipment is brought in, no one specifically 
consider? the range of options for rearranging 
jobs; and it may be hard even to foresee all the 
options. Options that would change the jobs of 
many people may be rejected because it is eas- 
ier to stick with established procedures and 
areas of responsibility. Nor is there any uni- 
form answer r nr all businesses. Different com- 
panies choose different strategies for achiev- 
ing efficiency, and these choices may in turn 
lead to differing choices in the design of jobs 
and organization of work, even with the same 
equipment. Decisions about job design may 
also reflect other important factors, such as 
training and abilities of the work force, na- 
tional policies on quality of work life, relations 
with labor unions, and the politics of the work- 
place. 38 Examples in this section illustrate some 
of the latitude and some of the constraints in 
job design. A later section discusses innovative 



"See. for example, L.E, Davis and J.C. Taylor. "Technology 
Effects on Job. Work and Organizational Structure: A Contin- 
gency View/* Quality of Workirg Life Volume One: Problems, 
Prospects aid the State of the Art. L.E. Davis and A.B. Cherns 
(eds.) (New York. The Free Press. 1975). p. 220-241; Da via F. No 
ble. Forces of Production. A Social History of Industrial Auto- 
mation (New York: Knopf, 1984). Harley Shaiken. W<*rk Trans- 
formed Automation and Labor in the Computer Age [New Yo;k 
Holt. Rinehar, & Winston, 1984). 



organization of work that some companies are 

adopting together with technological advances. 

With the introduction of numerically con- 
trolled (NC) machine tools, for example, new 
and old tasks may be allocated among jobs in 
a number of different ways. With traditional 
machine tools, a machinist operates one ma- 
chine. His responsibilities include deciding 
how a part is to be cut, selecting cutting tools 
and work-holding fixtures, and determining the 
cutting speed for each workpiece. The job also 
is likely to include making adjustments during 
the cutting operation; continually checking for 
tool wear, vibration, and malfunctions; and 
measuring the part for accuracy. The finished 
workpiece is the machinist's responsibility. 
The use of NC machines alters this traditional 
set of tasks. Most of the planning (selecting the 
cutting tools and work-holding fixtures) is 
taken over by the NC programmer; so is the de- 
termination of cutting speed. Monitoring tasks, 
such as making adjustments and checking for 
malfunctions, remain for the machine opera- 
tor, although their character may be changed 
somewhat. New tasks include programming 
and operating the NC controls and monitoring 
more than one machine. 

In an analvtic review of studies describing 
how jobs were restructured and work reorga- 
nized after the introduction of computerized 
numerically controlled (CNC) machine tools, 
Kelley found a wide range of solutions, with 
no single pattern predominating. 39 The range 
was from de-skilling, to upgrading of jobs, to 
a polarization of jobs in which one machine 
operator took on the new tasks of program- 
ming, proofing out (testing the program) and 
editing, and the rest found their jobs de-skilled. 

One studv of U.K. and West German plants 
found that programming tasks were often added 
to the machinist's job, especially in small-scale 
operations. Another study of five U.K. plants 
found that in each case a programmer had ex- 
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elusive charge of planning, testing, and edit- 
ing the programs—so exclusive that in two 
plants the control cabinet for the editing ma- 
chine was locked, and only programmers and 
supervisors had the key. A third pattern in U.K. 
plants was for programmers to have sole charge 
of all programming functions at the outset, but 
over time, for operators gradually to assume 
responsibility for proofing out and editing. 

According to Kelley's analysis, job redesign 
varied in U.S. plants. Analyzing four of Shai- 
ken's case studies of shops where CNC ma- 
chine tools were used, she concluded that in 
one, machinist jobs were definitely de-skilled; 
here, operators were not allowed to change the 
program or perform any major setup tasks. 40 
In another case, a modest size plant specializ- 
ing in small-batch production, CNC operators 
did not create programs, but set up their own 
machines, and also proofed out programs. In 
the latter capacity, the operators kept some in- 
formal control over the technology by offering 
suggestions to the programmer. In the other 
two plants, blue-collar workers created, proofed 
out, and edited CNC programs— but in both 
these cases only one worker wrote programs 
(in one plant, a CNC lathe operator, and in the 
other, a machine repairer/millwright). In one 
of these plants, some of the operators set up 
their own machines and did some proofing out 
and editing of programs. Kelley's own obser- 
vations at another two U.S. plants showed sim- 
ilar variation; in one, machinist jobs were def- 
initely de-skilled, with no responsibility for 
programming or setups. In the other, operators 
were expected to fine-tune the programs. 

Studies of how automated flexible manufac- 
turing systems (FMSs) have been managed in 
different countries illustrate the range of 
choices in designing jobs around a more com- 
plex advanced technology. They also shed 
some light on the factors, besides those directly 



^Kelley analyzed four case studies, for which descriptions of 
the organization of machining work were prrvided, from H. 
Shaiken, S. Kuhn, and S. Herzenberg, "Case Studies on the In- 
troduction of Piogrammable Automation in Manufacturing/' vol. 
H, part A in US Congress, Office of Technology Assessment, 
Computerized Manufacturing Automation, op. cit. 



related to efficiency, that influence the choices. 41 
One stud\ of FMS in three countries (the United 
States, Japan, and West Germany) found that 
strategies of firms differed by country, with 
West German firms strongly emphasizing flex- 
ibility, U.S. firms giving higher labor produc- 
tivity top priority, and the Japanese combin- 
ing emphasis on quality improvement with 
both flexibility and higher labor productivity. 42 
As the firms' strategic goals differed, so did the 
definition of jobs and organization of work. 

An FMS is a production unit made up of 
semi-independent workstations, connected by 
automated material handling systems and con- 
trolled by computer, which is designed to man- 
ufacture different kinds of parts in relatively 
small batches. The system typically includes 
NC machining centers, loading stations, and 
robots or conveyors to move materials; it may 
also have other workstations such as automatic 
inspection devices. FMS units are frequently 
used to make parts for automotive equipment— 
e.g., transmission case and clutch housings for 
tractors, or turbine engine components for mil- 
itary tanks; but the FMS can also be adapted 
to manufacture of robots or NC machine tools, 
as in the famous Fanuc Ltd. factory in Japan, 
where machine tools operate at night with no 
one on the machining floor aiH only one work- 
er in a control room. When designed and used 
appropriately, the FMS offers two major ad- 
vantages: 1) the capacity for nearly full-time use 
of expensive NC machine tools; and 2) the abil- 
ity to produce small batches of parts or prod- 
ucts economically, because setup costs are 
minimal for later batches once a first batch has 



"See fur example. T\ Martin (ed.), Design of Work in Autr- 
mated Manufacturing Systems, Proceedings of the International 
Federation of Automatic Control Workshop, Karlsruhe, Federal 
Republic of Germany, November 1983 (New York: Pergamon 
Press, 1984), including A. Alioth, "Flexible Automation and Job 
Design in Manufacturing Systems: Conclusions From a Visit to 
Japan/' I. Asendorf and Schultz-Wild, "Work Organization and 
Training in a Flexible Manufacturing System— An Alternative 
Approach," and A. D'lribarne and B. Lutz, "Work Organization 
in Flexible Manufacturing Systems— First Findings From Inter- 
national Comparisons", see also Ramchandran Jaikumar, "Flex- 
ible Manufacturing Systems. A Managerial Perspective," Work- 
ing Paper 1-784-078, Harvard Business School, Division of 
Research, 1984. 

"Jaikumar, op. cit., Alioth in Martin, up. cit., D'lribarne and 
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been programmed and produced. These two 
qualities of high utilization of machines and 
flexibility are not altogether consistent; one 
may have to be sacrificed to some degree to the 
other. 

Jaikumar's exploratory survey examined 
about 70 percent of the systems operating in 
the world in 1981, with closest attention to the 
26 FMS installations then operating in the 
United States. (There are currently about 50 
FMS installations in the United States.) The 
study concluded that the systems were most 
flexible— in the sense of adapting quickly to 
variations in products and volume— in West 
Germany. The number of parts made in Ger- 
man FMS units ranged from 50 to 200, with 
a mean of 85. In the United States, the aver- 
age number of parts made per installation was 
8, and in Japan, about 30. 

In the United States, Jaikumar's study found 
that FMS was usually managed as a project 
with a beginning and an end, not as a continu- 
ing process. A team of experts, generally pro- 
vided by the vendor, installed the system. Af- 
ter a debugging period when engineers and 
programmers solved software and production 
problems, further changes tended to be mini- 
ma]. The goal in most installations was maxi- 
mum use of the machines with little downtime 
and high labor productivity; job design featured 
routine, repeatable tasks. Typically, the ma- 
chines did not require the skills of master 
machinists but could be run by less skilled 
operators, whose duties included changing hy- 
draulic fluid, oiling machinery, changing parts 
such as drill bits, checking gauges, using the 
computer terminal for routine checks, and 
making simple diagnoses when something 
went wrong. Electrical and mechanical main- 
tenance people were trained to follow a dis- 
ciplined set of procedures with little deviation 
from the manual. 

Flexibility in the German systems appears to 
depend greatly on the interaction between man 
and machine, ^erman FMS units are usu- 
ally run with a o Jl crew of highly skilled 
workers who received special training in all 
aspects of FMS tasks, including basics of NC 
control, NC-machine and robot programming, 



detection of faults, and work scheduling. These 
crews work two shifts; for the third shift, less- 
skilled workers only monitor the machines. 
The quality brought to the system by the higlily 
skilled human workers is versatility and abil- 
ity to solve problems. Using a rather general 
software structure, they make adjustments 
based on their own knowledge which is "idi- 
osyncratic, not perfectly reproducible, and not 
transferable." 43 

The Japanese firms typically pursue a strat- 
egy of using FMS units both for improving 
quality and for gaining the flexibility to sched- 
ule short-term variations in products and vol- 
ume. (In addition, as shown by the unmanned 
operation of night shifts in FMS units, the Jap- 
anese also apparently aim both for higher la- 
bor productivity and for a demonstration of 
their technical prowess*) The design of jobs is 
consistent with these combined goals. Japanese 
FMS units have two classes of workers: about 
five highly qualified operators in each unit 
doing controlling tasks, and one or two less 
skilled workers whose tasks are feeding and 
taking off parts. Operators take part in creat- 
ing software for the systems, evaluating it from 
a practical point of view as engineers develop 
it— the two often working alongside each other 
on the factory floor. This system gives the oper- 
ator enough understanding of the program that 
he can make corrections or adjustments dur- 
ing production. To qualify for an operator po- 
sition, workers need a good education, which 
they now get in Japan's public high schools. 
Because of the educational requirements, FMS 
operators aru mostly young people recently out 
of school. Older machinists, trained through 
apprenticeship to work on conventional ma- 
chine tools, are rarely retrained for the NC 
centers in FMS units. 

Several factors have apparently affected the 
choice of strategies and job design in the early 
installation of FMSs in these different coun- 
tries. For example, German national policy sup- 
ports projects to improve the quality of work 
life; a pioneer FMS project in West Germany, 
installed in an automotive parts plant of a large 



^faikumar. op. cit.. p. 32. 
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manufacturing company, was sponsored by the 
German Ministry for Research and Technol- 
ogy. Integral to the project was a nonhier- 
archical organization of work using a skilled, 
versatile crew* Besides government support, 
the project benefited from an ample supply of 
skilled production workers, the product of 
West Germany's highly developed apprentice- 
ship and industrial training system* Whether 
such a system is adaptable to other countries 
is an open question; indeed whether it will 
prove profitable in West Germany is uncertain* 

Japan's use cf FMS also reflects its national 
institutions and traditions. The rigorous tech- 
nical and scientific education offered in pub- 
lic schools produces well-qualified workers 
prepared to learn and use high-level skills in 
FMSs. A relatively broad definition of jobs is 
also typical of the practice in many Japanese 
manufacturing firms* In the United States, the 
tradition of designing factory jobs with narrow, 
strictly defined tasks is long-standing. The 
American version of early FMS installations 
found in Jaikumar's exploratory study was in 
this tradition. 

Management decisions about the redesign of 
jobs as new equipment is brought in can have 
decisive effects on job quality. For example, a 
computerized system tc handle customer re- 
quests for telephone repair caused job dissat- 
isfaction for the clerks who operated it. 44 The 
management goal was to speed operations and 
reduce the number of clerks needed to take cus- 
tomer requests and dispatch maintenance 
crews. Under the old system, clerks in local re- 
pair centers received requests from customers, 
recorded details on a form, initiated a manual 
test of the customer's telephone service, made 
a tentative date for the repair and handed the 
form to the supervisor of the repair crew. In 
the new computerized system, clerks were relo- 
cated to a few answering centers. They no 
longer communicated directly with the repair 
crew, but entered information from customers' 
requests by keyboard into a centralized com- 



"Trevor A. WiiSsa&s, "Technological Innovation and Futures 
of Work Organization: A Choice of Social Design Principles/' 
Technologies* Forecasters and Social Change, vol. 24, 1S83, pp. 
79-90. 




puter system. The computer instantaneously 
dispatched the data to the appropriate repair 
center and at the same time started an auto- 
matic check of the customer's service. 

The new system was not only unpopular 
with workers but had some unexpected bad ef- 
fects on performance. The clerks worried about 
job security and were dissatisfied with the bor- 
ing nature of the work (mostly data entry), the 
physical confinement, and the loss of personal 
contact with customers and repair workers* 
Performance suffered from errors and delays 
because most of the clerks were inexperienced 
with keyboards, and had not been adequately 
retrained. The physical separation of answer- 
ing clerks and repair crews led to jurisdictional 
disputes, and also to a loss of responsiveness 
to customers' individual needs. Reacting against 
the new system, some employees resorted to 
tactics that undermined it. At one busy repair 
center, workers discovered that an idiosyn- 
crasy in the computer program allowed them 
to erase the record of a customer's call— which 
they proceeded to do at the end of their shift, 
giving the next shift a clean slate and also frus- 
trating customers who never got a reply to their 
service calls. 

In other cases, managers have designed more 
interesting, responsible jobs around new tech- 
nologies—usually because they expect better 
employee performance and greater overall effi- 
ciency as a result. For example, in the letter 
of credit department of the First National Bank 
of Boston, one person at a computer terminal 
can now review documents, create a file, send 
a letter, and authorize payment* This series of 
jobs was formerly performed by a chain of 
clerks. Under the nev system, wages in this 
section of the bank have been raised, and the 
position is "sometimes a way station in the 
officer-training program," 45 

Shenandoah Life in Virginia was able to 
streamline operations with the use of a new 
computer system— but only after a period of 
using the computer less effectively. 4 ® At first, 

"Bob Kuttner. "The Declining Middle." The Atlantic Monthly, 
July 1983. p. 64. 

"John B. Myers. "Making Organizations Adaptive to Change: 
Eliminating Bureaucracy at Shenandoah Life," National Produc* 
tivity Review, Spring 1985, pp. 13M38, 
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the routine operation of converting a custom- 
er's multiple insurance policies into one uni- 
versal policy was organized assembly-line fash- 
ion. Even with the computer, it took 32 people 
in three departments 27 days to complete the 
process. With a decision to organize the oper- 
ation differently, six team members partici- 
pated in designing their own office layout, sal- 
ary system, and the work within their team. 
The new organization, coupled with the new 
computer systems handled a 13-percent in- 
crease in business without additional employ- 
ees, service complaints and errors declined. 

Human factors are a constraint on the abil- 
ity of management to upgrade or downgrade 
jobs. For example, reorganizing work may in- 
volve trespassing on traditional turf within 
organizations, and encounter resistance. Qual- 
ity of work and productivity may ultimately de- 



cline if individual judgment is removed from 
work. If a software package controls all deci- 
sions, workers may be less willing to spot and 
correct errors, try more effective approaches, 
or aim for higher quality. 47 Lack of appropri- 
ate skills in the labor force can also limit or- 
ganizational choices. 

The examples in this section indicate that the 
decisions made in task allocation can affect the 
occupational mix in the work environment, the 
skill level and scope of particular jobs, and the 
degree of training required for particular jobs. 
How tasks are reassigned to jobs and workers 
as new technology is introduced has important 
implications both for the skill requirements of 
jobs and for retraining needs. 

"Shoshana Zuboff, "New Worlds of Computer-Mediated 
Work/' Harvard Business Review, September/October 1982, p. 
147. 



TECHNOLOGY AND THE ORGANIZATION OF WORK 



In any business, things run like clockwork 
only some of the time. Other times, parts of the 
system threaten to go out of control. Factories 
of almost any type are complex systems, often 
chaotic and messy. For instance, at any par- 
ticular time a job shop producing components 
and assemblies to order will have a certain 
number of jobs in process. The lot sizes will 
differ, as will the required materials. In addi- 
tion, the shop may have a queue of jobs wait- 
ing to enter the process flow. It will have a cer- 
tain stock of machine tools and production 
equipment, with partially overlapping capabil- 
ities. Machinery and equipment that in prin- 
ciple can be assigned a given job will produce 
parts that are qualitatively different (e.g., a 
milled surface versus one produced by a shaper 
or a surface grinder). Operating costs will dif- 
fer depending on the equipment used. More 
highly skilled operators may be needed for 
some machines and for some tasks than for 
others. The shop can subcontract work, and 
may have to for specialized operations such as 
plating or high-quality welding. Add to these 
factors such imponderables as machine break- 
downs and late deliveries of materials and sup- 
plies; the result is a factory of some complexity. 

9 
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One response to this complexity is to break 
down jobs into simple, narrow clusters of tasks, 
and to attempt to keep the potential for human 
error to a minimum. Work is arranged so that 
each person need learn and perform only sim- 
ple tasks such as installing a taillight lens on 
a car, monitoring the dials on a control panel, 
or loading a program into an automated ma- 
chining center. 48 How these tasks are to be 
accomplished— e.g., whether to use red light- 
ing for the dials— becomes the job of the expert, 
commonly an engineer or industrial psychol- 
ogist. The same building block approach is 
used to organize the work of the whole enter- 
prise. Departments organized by specialized 
activity take responsibility only for their own 
functions (e.g., drilling, grinding, heat treat- 
ment, painting and finishing, materials han- 
dling, shipping, maintenance, and repair). One 
group of people designs and develops the prod- 
uct. Another group lays out factories and speci- 
fies the manufacturing operations. A third 
group supervises production employees. 



"See S.A. Konz, Work Design (Columbus, OH: Grid Publish- 
ing. 1979); B.W. Niebel, Motion and Time Study, 7th ed. (Home- 
wood, IL: Irwin, 1982); A. Chapanis, Man-Machine Engineer' 
ing (Belmont, CA: Wadsworth, 1965). 
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Despite its appeal of simplicity and order, 
this approach may not lead to minimum cost 
or to maximum productivity and efficiency. 
Even assuming that simplifying jobs makes for 
greater efficiency (an assumption that has 
proven untrue in some enterprises), maximum 
efficiency in individual tasks or jobs, or in sub- 
systems in isolation, need not result in an op- 
timum for the system as a whole. 

Different forms of work organization— where 
jobs include a variety of tasks and call on a 
broader repertory of skills, worker groups have 
more responsibility, and work is organized 
around the product rather than in specialized 
departments and subsystems— have been advo- 
cated as both improving worklife and leading 
to greater productive efficiency. In what cir- 
cumstances new forms of work organization 
can satisfy both these objectives is not clear. 
Often the objectives of job satisfaction and or- 
ganizational efficiency are compatible, but not 
always and not necessarily. 

The benefits of new forms of work organiza- 
tion may be hard to trace. Most companies, 
when they introduce such systems, do so to im- 
prove efficiency, defined broadly. However, 
companies that have adopted them, and con- 
sider them successful, usually do not reveal de- 
tails, for competitive reasons. Thus, quantita- 
tive information on efficiency improvements 
is difficult to obtain. 

There is a another reason as well for the lack 
of concrete data on benefits of new organiza- 
tional design. For substantial departures from 
past practices, conventional accounting meas- 
ures may not capture the full range of bene- 
fits. Even in cases that seem on the surface 
straightforward, such as improved inventory 
control, direct cost reductions give only part 
of the picture. For example, in the Japanese 
companies that have pioneered minimum in- 
ventory systems, part of the benefit is indirect: 
reducing inventory to low levels exposes bot- 
tlenecks elsewhere in the system. Minimum in- 
ventory becomes a tool for improving system 
performance, but cost accounting seldom cap- 
tures such benefits. 



In general, evidence that participative sys- 
tems of work organization help to make firms 
more productive is fragmentary and anecdotal. 
Nonetheless, the fact that an increasing num- 
ber of firms, from stee 1 mills to agricultural 
chemical companies, are adopting these sys- 
tems suggests that they are improving produc- 
tivity either directly or indirectly. Another pos- 
sibility is that some advanced technologies may 
be especially suited to work organization that 
stresses individual responsibility, flexibility, 
and multiple skills. 

Methods of organiz ing work are changing in 
many cases to fully exploit new technologies. 
Many foreign and domestic firms are experi- 
menting with the organization of work with 
goals of reducing costs, gaining flexibility to 
meet changing market conditions, exploring 
new products and services, and improving the 
quality of worklife. A new model of produc- 
tion systems seems to be emerging in the 
United States and in other advanced industrial 
nations. It is based on the idea of integrated 
production systems, with integration entailing 
substantial use of computers to tie together 
manufacturing operations, link manufacturing 
with design, and more closely couple both these 
activities with other corporate functions/ 9 But 

♦•See, for example, U.S. Congress. Office of Technology Assess- 
ment. Computerized Manufacturing Automation: Employment, 
Education, and the Workplace op. cit., ch. 3. 
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there is more to the idea of integration than 
technology. It includes the social system of the 
factory as well. 

New-Model Organization of Work 

Emerging forms of work organization in ad- 
vanced industrial nations tend to share com- 
mon characteristics, described below: 

• Production jobs are defined somewhat 
more broadly than in traditional organiza- 
tions. Work groups often share responsi- 
bility for a number of tasks, with individ- 
uals learning several jobs and rotating 
among them. Individual workers perform 
more tasks, and more varied tasks, and 
preassembly or subassembly may be in- 
tegrated into final assembly. Production 
workers may also have greater responsi- 
bility for and control over materials han- 
dling, machine setup, maintenance and re- 
pair of equipment, quality control, and 
even production scheduling. 

• Companies tend to provide more training. 
Even production workers normally classed 
as unskilled or semiskilled are getting 
more training. On-the-job training has gen- 
erally proven adequate for many programs 
of job expansion or job rotation, broader 
skills coming with broader experience. 
Quality circles 50 and other group activities 
can also become training venues. Compa- 
nies introducing work groups have some- 
times chosen to provide training in social 
skills. 

Off-site training for production workers 
has been relatively rare in the United 
States, except for remedial education or 
training for jobs that incorporate tasks 
traditionally viewed as the province of 
skilled workers (e.g., troubleshooting pro- 
duction equipment). 

• Training is intended in part to acquaint 
employees with corporate goals and to en- 
hance motivation, sense of belonging, and 
commitment to those goals. Typically, 

"Quality circles us^illy consist of a group of workers meet- 
ing regularly to discu- , product quality, process improvements, 
and related topics. 



companies show employees how their jobs 
contribute to the firm's end products. The 
employees are encouraged to view them- 
selves as participating, for example, in the 
production of completed automobiles rather 
than merely in installing bumpers. ("I help 
build Honda Accords," rather than "I put 
bumpers on Hondas.") Some firms that 
havft moved to new-model work organiza- 
tions provide training that covers the func- 
tion, design, and marketing of their prod- 
ucts. Sometimes they include such topics 
as manufacturing methods, quality assur- 
ance, and ergonomics. 51 A few companies 
have begun to give employees "manage- 
ment information" on profitability or long- 
range planning. 
• Management may allocate to groups of 
workers some or all of the responsibilities 
formerly vested in foremen and first-line 
supervicors.. Workers may have limited 
control over the pace of work, job meth- 
ods, and working conditions, and they 
may be responsible for quality control and 
for coordinating work within groups or de- 
partments. Such groups commonly allo- 
cate tasks among their members. 

As the group takes over responsibility for 
controlling absenteeism, for ensuring qual- 
ity, or for allocating work, the foreman's 
role may shift to that of facilitator and com- 
munication channel between the group and 
higher management. Often, the ratio of 
foremen to production workers declines. 
Many foremen with experience in tradi- 
tional organizations have a hard time adapt- 
ing to such changes, and careful selection 
or retraining of foremen often proves nec- 
essary. Some companies have chosen to 
eliminate foremen and first-line supervi- 
sors entirely. 

Giving supervisory control to work groups 
can heighten the stress for some people. 
Among the causes are competition both 
within and among groups— the same forces 
that some managers look to for greater 



"Ergonomics and human factors engineering are closely re- 
lated terms applied to the design of machinery and equipment 
so that it will be easy, safe, and efficient for people to use. 
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productivity. Work groups often have 
some control over their membership, per- 
haps veto power over new employees. 
Sometimes, new employees begin with 
probationary periods. People who do not 
fit in may find themselves not only uncom- 
fortable, but out of a job. Thus, work groups 
have potential inequities and abuses that 
few companies have yet acknowledged. 

• Selection criteria for new employees may 
weigh motivational and attitudinal factors 
more heavily than credentials or past ex- 
perience. Social skills may also get new 
emphasis. Some American firms have 
adopted multiple levels of screening, with 
aptitude and perhaps psychological tests 
followed by interviewing. The interviews 
may involve prospective peers as well as 
supervisors and personnel officers. Rather 
than concentrating solely on preexisting 
skills, such screening procedures often 
aim at finding people who will fit into the 
system—at managerial levels as well as on 
the factory floor. 

• Pay scales tend to reflect the skills an em- 
ployee has acquired (the jobs he or she has 
mastered), the performance of the work 
group, or both. In addition to meeting ob- 
jective standards such as written tests, a 
person seeking a pay-for-skills increment 
may have to be informally passed on by 
other group members, as well as by super- 
visors. Some companies are replacing in- 
dividual incentive pay with group incen- 
tive plans, so called payment-for-results. 
Incentives or bonus plans may depend on 
product quality as well as output. Group- 
based incentives create new pressures on 
individuals. Where the spread in perform- 
ance within a group is substantial, those 
viewed— rightly or wrongly— as laggards 
may find their situation untenable. 

• Managers may grant production workers 
a say in some of the decisions concerning 
new equipment and procedures, as well as 
day-to-day operations. Typically, partici- 
pation takes the form of group meetings 
among representatives of the production 
employees and the company's technical 
and managerial staff. When a new plant 



ERLC 



is laid out, the designers may draw on the 
experience of employees in the firm's ex- 
isting factories. However, production work- 
ers have seldom exercised control over ma- 
jor design decisions— those that shape the 
system. 

• Companies may replace their existing, 
compartmentalized organization of work 
with one that is centered on the product 
People may identify more readily with a 
department that makes a complete prod- 
uct rather than a piece of one; thus prod- 
uct-centered organization helps engender 
employee motivation and commitment. 
Another goal of "product-centered orga- 
nization* ' is to create a relatively direct and 
natural flow between the input and the 
output of the system. In many cases, orga- 
nizing by product rather than by function 
also helps to minimize work-in-process in- 
ventories, cuts the elapsed time for produc- 
ing to order, and improves equipment uti- 
lization. 

Although no census exists, several hundred 
plants having characteristics described above 
are probably operating in the United States. 52 
For example, General Motors (GM) is experi- 
menting with alternative work organizations 
at some of its most automated plants, includ- 
ing the Buick City complex in Flint, Michigan, 
and the New United Motor Manufacturing, 
Inc., joint venture with Toyota in Fremont, 
California. Team assignments are replacing 
tightly defined job classifications, and produc- 
tion workers are assuming greater responsibil- 
ity for scheduling and product quality. More 
far-reaching changes are planned for GM's 
Saturn project in Spring Hill, Tennessee. GM 
and the United Auto Workers have developed 
an approach that includes relaxed work rules, 
consensus decisions on pay and benefits, and 
a union voice in strategic planning. To prepare 

"A few years ago, the Work in America Institute estimated 
that perhaps a hundred American firms had instituted self- 
managing work teams, in some cases at several plants. See 
Productivity Through Work Innovations: A Work in America 
Institute Policy Study (New York: Pergamon Press, 1982), p. 35. 
The same stu Jy estimated that about 500 U.S. companies had 
instituted bonus or gain-sharing programs such as Scanlon plans. 
Also see the Resource Guide to Labor-Management Cooperation 
(Washington, DC: U.S. Department of Labor, October 1983). 
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workers for wider responsibilities, GM will 
provide training in production skills, decision- 
making, and business methods. For the Saturn 
project, GM has designed a totally new car, 
more suited than current designs to automated 
manufacture. 

Service companies as well as factories can 
be organized in innovative ways. For example, 
some banks formerly centered around huge 
data-processing departments have switched to 
smaller departments specializing by type of 
customer (e.g., retailers) or type of transaction 
(e.g., currency exchange). When a single de- 
partment provides most or all of the services 
a given client needs, the bank's employees tend 
to be more responsive, and the system becomes 
more intelligible to the customer. 53 

With the continued development of advanced 
production systems, the adoption of new-model 
organization of work may expand. Future gen- 
erations of factories will be more highly auto- 
mated, with distributed computing a primary 
tool for achieving greater integration. Although 
highly automated systems may need fewer em- 
ployees, those employees will carry heavier 
responsibilities and need different skills than 
blue- f grey-, or white-collar employees in older 
factories. As pointed out earlier, automated sys- 
tems cannot be idiot-proofed; indeed they tend 
to be more sensitive, less robust than labor- 
intensive systems. Thus, production workers 
may assume some responsibilities similar to 
those of supervisors and managers. 

One implication of these changes is that em- 
ployee control on the factory floor may grad- 
ually expand. At present, organized labor is 
often ambivalent about comprehensive redesign 
of factory systems, including elements such as 
quality circles. Unions have tiaditionaily ad- 
vocated detailed descriptions of jobs and strict 
demarcation between one job and another, and 
some labor leaders see tfyese work rules as pro- 
tective of jobs and pay. Others may believe that 
organizational redesign could provide more 



"For an example, see R.W. Walters, "The Citibank Project: 
Improving Productivity Through Work Redesign/' The Innova- 
tive Organization: Productivity Programs in Action, R. Zager 
and M.P. Rosow (cd.) (New York: Pergamon Press, 1982), p. 109. 



satisfying jobs, but are wary because job design 
and quality circles have been used as tools for 
keeping out unions. In general, labor has had 
little to say about reorganization of work around 
new technologies, although technical experts 
sometimes solicit the opinions and advice of 
shop floor workers, or committees represent- 
ing blue-collar workers may be consulted. But 
with increasing responsibilities, operators of 
integrated, expensive, and sensitive technical 
systems may come to exercise more influence. 

Another possible development is that bar- 
riers will come down within management. 
Product and production departments, with 
managers on the same level in the organization, 
will have to work together, much as produc- 
tion and quality control functions have already 
been integrated in new-model factories. Prod- 
ucts will have to be designed for efficiency in 
manufacturing. This requires not only that 
product engineers work effectively with man- 
ufacturing engineers, but that technical staffs 
work effectively with production employees- 
learning from them during the design stage and 
helping them learn to produce the Arm's goods 
or services efficiently and competitively. 

E>amples of New-Model Plants 

A number of American and European coun- 
tries have successfully adopted the model of 
work organization outlined above, and some 
of the same principles are at least implicit in 
Japanese companies. A Shell Canada chemical 
plant at Sarnia, Ontario, shows how the prin- 
ciples were applied in a technologically ad- 
vanced continuous process manufacturing 
facility. 54 Shell Canada's highly efficient poly- 
propylene and isopropyl alcohol plant started 
up in 1979 after 4 years of planning and a $200 
million investment. The plant operates 24 
hours a day, 7 days a week, with a staff of 210 
people. All of its operators have been trained 



"Information provided by Joel Fadem, Institute of Industrial 
Relations, University of California, Los Angeles, under contract 
with OTA; L.E. Davis and C.S. Sullivan, "A Labour-Management 
Contract and Quality of Working Life," Journal of Occupational 
Behaviour, vol. 1, 1980, pp. 29-41; Norm Halpern, "Novel Orga- 
nization Working at Shell Canada Facility," Oil and Gas Jour- 
nal, Mar. 25, 1985, pp. 88-93. 
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in equipment maintenance, quality control, 
scheduling, and safety as well as in process 
operations. (A team of journeyman craftsmen 
do the more complicated repair jobs.) Train- 
ing in multiple skills, marked reduction of dis- 
tinctions among workers, and a high degree of 
self-regulation are key features of the plant's 
operation. There are no job classifications for 
operators (termed shift team members). The 
pay structure rewards acquisition of new skills 
and allows all team members to reach the top 
rate. 

The design team responsible for Shell Sar- 
nia considered technical and human factors to- 
gether from the start; representatives of the 
union (the Energy and Atomic Workers of Can- 
ada, formerly the Oil, Chemical, and Atomic 
Workers Union) were active participants. The 
team made important changes in the design 
originally proposed by the company's techni- 
cal specialists, often in the direction of greater 
responsibility and control by operators. Studies 
of other highly automated chemical plants of 
the same type showed that the plants were 
often out of operation; the number of variables 
in the conversion process is very large, many 
causal relationships are poorly understood, and 
the final product may not conform to specifica- 
tions. In a closed loop operation without hu- 
man intervention, the process may have to be 
shut down while adjustments are made. At Sar- 
nia, the computer system gives operators the 
information they need to fine-tune the chemi- 
cal process and respond quickly to malfunc- 
tions, without having to shut down. 

The Shell Sarnia system does not run on 
automatic pilot. To keep it working smoothly 
requires continuous training in technical and 
social skills. The results, from both the man- 
agement and labor points of view, appear to 
be worth it. Quality control is reported to be 
excellent, throughput and on-stream time sub- 
stantially above average, and absenteeism the 
lowest in any Shell Canada plant. In more than 
6 years »ince the plant started up, only 11 
formal grievances were filed— none after the 
first 3V2 years. This compares with 150 griev- 
ances in the neighboring Shell refinery during 
the same period. The Sarnia experience has 



prompted Shell Canada to use a similar orga- 
nization of work in several other facilities, in- 
cluding a new $1.4 billion oil refinery and 
styrene-monomer complex in Edmonton, Al- 
berta. 55 

Rohm & Haas Bayport, Inc., a batch process 
plant near Houston that makes two lines of spe- 
cialty chemical products, demonstrates a sim- * 
ilar approach. 56 Startup operations at the Bay- 
port plant began in 1982 with a line of specialty 
monomers. Production of an herbicHe called 
Blazer began several months later. 

Bayport employs about 110 people. Its pro- 
duction technology is conventional but its work 
organization differs markedly from that in 
other Rohm & Haas facilities, particularly the 
jobs of the 52 semiskilled production techni- 
cians— 28 workers on one product line, 24 on 
the other. The plant manager, a veteran Rohm 
& Haas employee and the driving force behind 
the Bayport organization, stresses open com- 
munications and a nonbureaucratic manage- 
ment style. Organization of work at Bayport 
embodies the following elements: 

• multiskilled technicians, each trained in 
five different jobs (most with no prior ex- 
perience in the chemical industry); 

• pay-for-skills through a ladder (as a tech- 
nician masters each of the five jobs in turn, 
his or her pay vises); 

• no use of shift foremen; and 

• product-centered organization, wifr '?ar 
lines of responsibility. 

Many of the work system features also ex- 
tend to the secretarial and clerical staff. Tech- 
nicians are carefully selected to fit the system. 
Rohm & Haas uses three levels of screening: 
1) aptitude tests given by the Texas Employ- 
ment Commission; 2) structured interviews 
carried out by Bayport managers; and 3) inter- 
views by present technicians. The third level 
of screening was added after half of the first 
group of technicians left or were discharged 



"Halpern, op. cit M p. 93. 

"Based on OTA interviews conducted in February 1984, a tele- 
phone interview conducted in November 1985; and R.D. Gilbert, 
"Whrtt Do You Know About Participative Management?" Chem- 
ical Engineering. Apr. 1, 1985. 
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during plant startup. Current technicians now 
have veto power over new hiring and can also 
force the firing of someone who does not fit 
in. The plant manager chose most of the origi- 
nal management team himself; today, his im- 
mediate subordinates would screen new can- 
didates for managerial openings just as the 
technicians screen their prospective peers. 

Performance evaluations are carried out 
every 6 months. Group meetings are part of the 
process, with peer ratings being a major fac- 
tor in climbing the pay-for-skills ladder. If a 
technician fails an evaluation, he or she must 
devise a plan for passing within a specificed 
time. The extensive screening of potential em- 
ployees helped to keep worker turnover to 10 
percent. While the technicians are all young 
(under 40), they are fay from homogeneous, in- 
cluding both blacks and women. 

So far, the new work organization seems to 
have been effective. All parties express a high 
level of satisfaction. The principal saving in di- 
rect costs has come from cutting out some of 
the supervisory labor of foremen. Extra costs 
have been associated with training technicians 
for multiple jobs. 

Recently, the demand for Bayporfs herbicide 
Blazer has dropped off, due to falling farm 
prices and incomes. Originally, the plant used 
contract workers to maintain equipment. To 
avoid laying off its own workers, Bayport has 
begun to train employees in maintenance, start- 
ing with a group of 12 workers and aiming to 
train 36 eventually. The full-time training course 
takes 4V2 months to complete, and is provided 
by staff engineers and the local community col- 
lege; some of the instruction is by means of 
videotape. Once trained, the workers will add 
maintenance tasks to their duties. 

Volvo's automobile assembly plant in Kalmar, 
Sweden, has become known around the world 
for its group-based assembly processes and un- 
usual layout. 57 Much of the impetus for the 



"Information based on OTA staff visit to the Kalmar plant; 
also, see U.S. Congress, Hoi»;e Committee on Science and Tech- 
nology, Subcommittee on Science, Research and Technology, 
The Human Factor in Innovation and Productivity (Washing* 
ton, DC: U.S. Government Printing Offic , 1981), pp. 182-252. 



plant design came from the problem of high 
rates of absenteeism and turnover which 
Volvo, in common with many Swedish com- 
panies, experienced in the late 1960s. When 
Volvo set out to design a new factory in the 
early 1970s, increased efficiency was not the 
primary goal; rather the objective was to im- 
prove employee satisfaction and motivation 
without directly sacrificing productivity. The 
company hired experts to interview 1,000 cur- 
rent employees. The survey results guided the 
architects and engineers, who also drew on the 
advice of two consultative groups, one that in- 
cluded technicians and foremen and another 
that included union representatives, safety 
officers, and specialists in occupational medi- 
cine and ergonomics. 

The Kalmar factory is unlike other automo- 
bile assembly plants. It is light, spacious, and 
quiet, and its star-shaped form gives each work 
group a well-defined territory— including chang- 
ing rooms, lounge, and sauna. The plant is 
small, with about 700 employees and a single 
shift capacity of 30,000 cars per year. Volvo 
management viewed small size as important 
for greater flexibility, as well as a better qual- 
ity of working life through job enrichment and 
enlargement. 

Both the plant layout and the group-based 
organization of assembly jobs create a sense 
of factories within a factory. The fundamen- 
tal design decision was to replace the tradi- 
tional moving assembly line with a system in 
which each car is assembled on its own car- 
rier—essentially a self-propelled platform that 
follows magnetic strips in the floor. These car- 
carriers, designed by Volvo, tilt the entire car 
for work on the underside. A central computer 
monitors the positions of the carriers as they 
move from one workstation to the next. Start/ 
stop signals for entering and leaving each sta- 
tion come from the computer but can be over- 
ridden by workers on the floor. A Lypical work 
area, manned by 15 to 20 workers, has several 
workstations and can accommodate six car- 
riers at a time. Each car spends about 20 min- 
utes in the group's work area. 

While the plant's technical staff use conven- 
tional techniques to allocate tasks among work 
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groups and stations, each group has a good 
deal of autonomy in carrying out their assigned 
tasks. Groups members typically rotate from 
job to job for variety, but few want to rotate 
from one group to another. One foreman su- 
pervises a pair of groups, while quality control 
inspectors function as members of the group. 

Volvo is clearly satisfied with the results at 
Kalmar. The company claims that manhours 
per car are 25 percent less than at Volvo's other 
plants, and quality is high. 58 Capital costs were 
higher than at a more conventional assembly 
plant. 59 Absenteeism still runs around 24 pei- 
cent: 10 percent "sickness," and the rest largely 
authorized; the sickness rate is reportedly half 
that at several other Volvo plants. 60 Surveys 
show that most Kalmar workers are satisfied 
with their jobs but also feel they have little 
chance to use all their skills or learn new ones. 

National Policies Supporting Innovative 
Organization of Work 

Sweden is one of the West European coun- 
tries where governments have supported work- 
place innovation. Since the early 1970s, 
Sweden's system of official partnership be- 
tween government, industry, and unions has 
encouraged changes in work organization and 
job content in connection with technological 
change. Largely a response to demands for 
more attractive jobs, the innovations include 
small, independent units of production and 
work roles that try to engage workers more 
fully. The Swedish Work Environment Fund, 
supported by industry levies plus government 
and private sector grants, provides money for 
research, development, training and education 
in work en vironment issues. In a 5-year pro- 
gram in the 1970s, the Fund spent an estimated 
$227 million on projects to improve occupa- 
tional safety and health, broadly defined. 61 

58 See S. Aguren, et al., Volvo Kalmar Revisited: Ten Years of 
Experience (Stockholm, Sweden: Efficiency and Participation 
Development Council, 1984), p. 12. 

M Ibid., p. 28. 

~P. Enstrom and K. Levinson, Industrial Relations in the Swed- 
ish Auto Industry—Developments in the Seventies (Stockholm, 
Sweden: Swedish Center for Working Life, 1982), p. 36. 

0l The Swedish Work Environment Fund, Programme of Activ- 
ities and Budget, 1983/4-1985-86, Summarised Edition, Stock- 
holm, Sweden, pp. 10-11. 



Recently, the Fund has shifted its emphasis 
toward improving the fit between computer- 
based technology and work organization. The 
Fund is currently supporting efforts which 
integrate technical and human concerns in de- 
signing advanced manufacturing and office 
systems. 

West Germany has subsidized improvements 
in work organization to a greater extent than 
any other country. From 1974 to 1983, the West 
German government spent approximately $325 
million on its Humanisation of Working Life 
Programme. Recentf y, spending has averaged 
about $50 million per year, against a backdrop 
of general fiscal austerity. 62 Over 1,500 projects 
have been completed and documented. 

Results of. the West German program have 
been mixed. It has emphasized engin Bering de- 
sign as a major way of improving jobs, and has 
had some success in influencing factory de- 
sign. Features such as modified assembly lines, 
buffers, and grouping of machines and work 
stations to improve the work environment have 
been adopted in many German companies. Hu- 
man systems innovations, such as job rotation, 
job enlargement and enrichment, and semi- 
autonomous groups have been less accepted. 
The program's heavy reliance on behavioral 
science researchers, often lacking practical ex- 
perience in industry, has sometimes led to con- 
flict with managers, and with labor as well. 

Until recently, these problems were aggra- 
vated by the West German goverment's policy 
of paying most of the costs of work humaniza- 
tion projects. As a result, host companies 
tended to view researchers as a necessary nui- 
sance, and not to take their activities seriously. 
The policy has changed; companies must now 
pay half the cost of design research. Greater 
attention is being given to economic efficiency; 
work humanization is viewed as compatible 
with this aim. Small and medium-sized enter- 
prises now also have greater access to program 

"David Jenkins, "Germany Engineers Work Humanization," 
QWL Focus, vol. 3, summer 1983, Ontario Quality of Worklife 
Centre, Toronto, Canada, pp. 23-25; and Peter Schuh, "Report 
From Germany," Seminar Report cf European Association of 
National Productivity Centres, in Work Research Unit, London, 
Information System News and Abstracts No. 74 May/ June 1985. 
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funds. In the United States there is no official 
government support of innovations in work 
organization, but interest in newer systems 
which include greater worker participation and 
responsibility appears to be rising. Production 
systems that better integrate people and ma- 



chines hold the promise of cutting costs and 
improving products, especially with computer- 
based technologies. If the promise is fulfilled, 
participative work organization may become 
a strong factor in improving the competitive- 
ness of U.S. industry. 



APPENDIX 8A: FORECASTING THE EFFECTS OF TECHNOLOGICAL CHANGE ON JOBS 



The effect of technological change on jobs 
raises concerns of various kinds among many 
people. Workers fear that their jobs will be 
eliminated, or altered to the point where they 
will need additional education or training to 
fill them. Managers worry that technological 
change will mean greater demands for particu- 
lar kinds of workers than the Nation's schools 
produce, and educators worry that curricula 
will become obsolete. People choosing careers 
want to know what course of action will lead 
them to a good job; in some cases, changing 
technology can alter the picture in only a few 
years. 

The Bureau of Labor Statistics (BLS) periodi- 
cally makes and updates 15-year projections of 
employment by occupation and industry; these 
are widely used by labor market analysts and 
by job-training and high school counselors. The 
projections detail how many people are ex- 
pected to be in the work force, and in what oc- 
cupations and industries. Qualitative changes 
that occur within occupations— often as a re- 
sult of applications of new technology— are not 
included in the projections. 63 BLS docs attempt 
to incorporate the effects of technological 
change into its occupational/industry forecasts 
at several stages in the forecasting process. 



"BLS does evaluate qualitative changes expected in many 
different jobs in the Occupational Outlook Handbook, published 
every 2 years. The handbook describes the nature of different 
jobs, what training they may require, their pay scales, and the 
number of opportunities they may provide. The Dictionary of 
Occupational Titles, compiled by the Employment and Train- 
ing Administration (ETA), includes job descriptions for thou- 
sands of jobs based on on-sitt evaluation. While the dictionary 
contains a wealth of qualitative information, it is not designed 
to capture ongoing or potential changes in jobs. 



Given the difficulties inherent in predicting 
technological innovation and diffusion, projec- 
tions of the effects of technology on jobs, or 
even of the technologies themselves, have 
many uncertainties. For example, major inno- 
vations like the transistor and computers were 
not widely recognized as commercially impor- 
tant at first. Conversely, some innovations have 
failed to meet early commercial expectations; 
for instance, in the early days of television, 
many people forecast that television would rev- 
olutionize education, a promise which has not 
been fulfilled. The commercial viability and 
diffusion of process innovations are equally dif- 
ficult to forecast In 1964, an article in the 
American Machinist confidently hailed numer- 
ical control as "the one overwhelming metal- 
working development of the century," and pre- 
dicted that use of NC machines in the future 
probably would be limited "more by the capac- 
ity to build NC machines than by any other fac- 
tor." 64 In the succeeding two decades, how- 
ever, the diffusion rate was much slower than 
initially thought. 

It is also difficult to judge the ways designers, 
managers, and workers will integrate new ma- 
chines and technologies with people, since 
there is not one unique way to combine peo- 
ple and machines. Different organizations will 
approach the problem in different ways. Their 
decisions affect the number of people in differ- 
ent occupations as well as the skills and train- 
ing needed in those occupations. For example, 
some clinical chemical laboratories, when buy- 
ing machines to perform blood tests formerly 
done by hand, have chosen to keep college- 



""The Impact of NC," American Machinist, Oct. 26. 1964, pp. 
NC2-4. 
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trained medical technologists in the lab jobs. 
The technologists are expected to be able to 
judge when a test result is suspect or may have 
life-threatening implications. Other labora- 
tories have reduced the percentage of medical 
technologists and added less skilled medical 
technicians to run and monitor the machines. 
These labs retain some technologists to judge 
the validity of test results, but the number of 
positions for medical technologists is reduced. 65 

The study of occupations that are continu- 
ally changing is also hampered by poor com- 
patibility of data and changes in job classifi- 
cation systems. New job titles, for example, are 
frequently added to improve the detail of oc- 
cupational data. Both historical figures and 
projections of the number of people in given 
occupations are available. Comparability suf- 
fers, however, as changes in the workplace 
alter occupational responsibilities, even if 
changes are not made in job classifications. 
Thus, identifying skill changes due to technol- 
ogy is at least a two-stage process: first, quan- 
titative changes in occupational categories 
must be noted; and second, qualitative changes 
within each occupational category need to be 
evaluated. 

Finally, the use of any technology— and there- 
fore, its impact on jobs— depends heavily on 
a number of other factors which are difficult 
to forecast even for the immediate future. The 
list of these factors includes changes in con- 
sumer preferences and purchasing patterns, 
economic conditions, the objectives and strat- 
egy of labor and management, and the num- 
ber and kind of competitors (domestic and in- 
ternational) in the field. In turn, many of these 
variables are themselves affected by technol- 
ogy; for example, access to the capital needed 
to invest in many up-to-date production tech- 
nologies is a major determinant of what firms 
and nations can compete in the market. Iso- 
lating the effect of technology from these other 
factors is quite difficult, and adds to the un- 
certainties of forecasting. 



"Bernard Ingster. consultant, personal communication. 
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The Bureau of Labor Statistics 
Occupational Projections 

For decades ELS has compiled and published 
data on present and future job prospects for 
people seeking employment in a range of oc- 
cupations. This information, initially designed 
to be of service to veterans returning from 
World War II» is currently aimed primarily at 
high school guidance counselors and students 
who are making preliminary career decisions. 

BLS must make assumptions about new tech- 
nology in developing occupational projections; 
these assumptions are reflected in their re- 
sults, 08 Projections of occupations through 
1995, for example, indicate that word-process- 
ing equipment will reduce the need for typists, 
and that the wider use of industrial robots will 
affect the demand for welders, production 
painters, and material-moving occupations. In 
the BLS predictions of the 20 fastest growing 
occupations, the effects of computers are clearly 
apparent for many— e.g., computer program- 
mers, computer systems analysts, data process- 
ing equipment repairers. However, the 20 oc- 
cupations where the largest job growth is 
expected in absolute numbers are largely tradi- 
tional; for example, cashiers, registered nurses, 
janitors and cleaners, truck drivers, waiters, 
and salespeople, and nursing aides and atten- 
dants (see table 8A-1). 

The BLS Employment Projection System is 
a series of five interconnected models that pro- 
duce occupation-specific forecasts of employ- 
ment for 378 industries and approximately 
1,500 occupations. 67 These five models are: 

1. labor force model— projects the size of the 
labor force based on demographic statis- 
tics and other considerations, such as in- 
creased participation of women in the 
work force; 



"See U.S. Department of Labor. Bureau of Labor Statifticsj|fifcy 
"BLS Handbook of Methods," Bulletin 2134-1. vol. 1. DoMn- 
ber 1982. 

"John A. Hansen, "Bureau of Labor Statistics Methodology 
for Occupational Forecasts: Incorporating Technological 
Change/* contract report prepared for the Office of Technol- 
ogy Assessment, April 1984. 
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Table 8A*1*— Occupations With the Largest Job Growth and Fastest Growing Occupations 
as Projected by the Bureau of Labor Statistics, 1984*95 (numbers in thousands) 



Occupation 

Lmgoat Job growth: 

Cashiers 

Registered nurses 

Janitors and cleaners, including maid and 

housekeeping cleaners 

Truck drivers 

Waiters and waitresses 

Wholesale trade salesworkers 

Nursing aides, orderlies, and attendants 

Salespersons, retail 

Accountants and auditors 

Teachers, kindergarten and elementary 

Secretaries 

Computer programmers 

General office clerks 

Food preparation workers, excluding fast food . . 
Food preparation and service workers, 

fast food 

Computer systems analysts, electronic data 

processing 

Electrical and electronics engineers 

Electrical and electronics technicians and 

technologists 

Guards 

Automotive and motorcycle mechanics 

F*$t0$t growing occupations: 

Paralegal personnel 

Computer programmers 

Computer systems analysts, electronic data 

processing (EDP) 

Medical assistants 

Data processing equipment repairers 

Electrical and electronics engineers 

Electrical and electronics technicians and 

technologists 

Computer operators, except peripheral 

equipment 

Peripheral EOP equipment operators 

Travel agents 

Physical therapists 

Physician assistants 

Securities and financial services 

salesworkers 

Mechanical engineering technicians and 

technologists 

Lawyers 

Correction officers and jailers 

Accountants and auditors 

Mechanical engineers 

Registered nurses 

Employment interviewers, private or public 

employment service 







Change in employment 


Percent of total 


Employment 


1984*95 


job growth 


1984 


1995 


Number 


Percent 


1984-95 


1,902 


2,469 


566 


29.8 




1,377 


1,829 


452 


32.8 


2.8 


2,940 


3,383 


443 


15.1 


2.8 


2,484 


2,911 


428 


17.2 


2.7 


1,625 


2,049 


424 


26.1 


2.7 


1,248 


1,617 


369 


29.6 


2.3 


1,204 


1,552 


348 


28^9 


2.2 


2,732 


3,075 


343 


12.6 


2.2 


882 


1,189 


307 


34.8 


1.9 


1,381 


1,662 


281 


20.3 


1.9 


2,797 


3,064 


268 


9.6 


1.7 


341 


586 


245 


71.7 


1.5 


2,398 


2,629 


231 


9.6 


1.4 


987 


1,205 


219 


22J 


1.4 


1,201 


1,417 


215 


17 Q 


1.4 


308 


520 


212 


68.7 


1.3 


390 


597 


206 


52!8 


1.3 


404 


607 


202 


50.0 


1.3 


733 


921 


188 


25.6 


1.2 


922 


1,107 


185 


20.1 


1.2 


53 








U.o 


341 


586 


245 


71.7 


1 .D 


308 


520 


212 


68.7 


1.3 


128 


207 


79 


62.0 


0.5 


50 


78 


28 


56.2 


0.2 


390 


597 


206 


52.8 


1.3 


404 


607 


202 


50.7 


1.3 


241 


353 


111 


46.1 


0.7 


70 


102 


32 


45.0 


0.2 


72 


103 


32 


43.9 


0.2 


CO 

58 


83 


25 


42.2 


0.2 


25 


35 


10 


40.3 


0.1 


81 


113 


32 


39.1 


0.2 


55 


75 


20 


36.6 


0.1 


490 


665 


174 


35.5 


1.1 


130 


175 


45 


34.9 


0.3 


882 


1,189 


307 


34.8 


1.9 


237 


317 


81 


34.0 


0.5 


1,377 


1,829 


452 


32.8 


2.8 


72 


95 


23 


31.7 


0.1 



SOURCE' GeorQe T Sllvestri and John M L-kaslewlcz. "Occupational Employment Projections The 1984 <*5 Outlook. Monthly Labor Review, vol 108, No 1 1 November 
1985. pp. 51-52. 
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2. macroeconomic model— predicts the fu- 
ture level of economic activity based on 
assumptions concerning growth in the 
gross national product, defense spending, 
inflation rate, and other factors; 

3. industry activity model— projects the ag- 
gregate demand for goods and services for 
each industry; 

4. industry labor demand model— project? 
the total labor requirements by industry; 
and 

5. occupational labor demand model— pro- 
vides a breakdown of labor demand in 
each industry by occupation. 

The fifth model, providing occupational pro- 
jections, incorporates the results and assump- 
tions of the other four models. If results from 
any of the models are inconsistent with initial 
assumptions, other model adjustments or new 
assumptions are made. These changes are 
based on judgments and may affect other 
model results. BLS therefore repeats the pro- 
cedure until all conditions are met. If, for 
example, the projected number of aircraft as- 
semblers is assumed to be reduced due to tech- 
nological change, the growth rate of this oc- 
cupation can be reduced in the model. To meet 
a predetermined staffing ratio other occupa- 
tions in the same industry would be adjusted 
upward. Several of these adding-up require- 
ments may have to be made with respect to a 
single technological assumption. 68 

Virtually all the effects of technological 
change encompassed in the modeling system 
are introduced through exogenous adjustments 
made by BLS staff. The staff is aware of the 
importance of technological change and does 
make changes in the models to accommodate 
them. The BLS staff is conservative about mak- 
ing adjustments to the model based on techno- 
logical change; unless there is both evidence 
that an adjustment is required and evidence 
about the appropriate magnitude of that adjust- 
ment, BLS assumes that the future will follow 
historical patterns. 60 However, even with this 
conservatism, hundreds of adjustments are 



••Hansen, op. cit. 
••Ibid. 



made. BLS analysts make the adjustments on 
the basis of officewide guidelines about the 
basic economic assumptions that underlie the 
model, and on the strength of their own knowl- 
edge of particular industrial sectors. Often, the 
changes made to incorporate the effects of 
technological change represent the judgments 
of one or a few analysts. This is not necessarily 
inappropriate; regardless of the forecasting 
procedure involved, forecasts must represent 
the judgments of individuals about the future, 
if they are not to be a simple extension of past 
trends. However, because it is difficult to make 
accurate judgments about many future possi- 
bilities, the most useful forecasts incorporate 
sensitivity analyses to show how the outcome 
of the forecast depends on the assumptions 
used in making the forecast. 

Despite the uncertainty about the kinds and 
rates of technological change, BLS has per- 
formed no sensitivity analyses on the model 
with respect to different technological futures. 
With budgetary considerations forcing BLS to 
reduce the number of occupations reviewed, 
it is unrealistic to expect a more formal evalu- 
ation of technologies in the near future. BLS 
sensitivity analyses are mainly confined to 
varying macroeconomic assumptions— e.g., 
GNP growth, personal consumption, imports 
and exports, government expenditure, the 
growth of the labor force, and worker pro- 
ductivity—to produce estimates of employment 
in high, moderate, and low ranges. This sensi- 
tivity analysis is useful but limited. As a result, 
the 15-year forecasts tend to become outdated 
in only a few years. For example, forecasts pub- 
lished in June of 1979 expected exports to grow 
more rapidly than imports through the 1980s, 
while in fact the first half of the decade has 
been marked by record American trade defi- 
cits. The same projection expected manufac- 
turing employment to increase to over 23 million 
in 1985; in fact, manufacturing employment in 
1985 was about 19.4 million— 1.6 million below 
the actual 1979 level, and 3.6 million below the 
projected figure. 70 BLS updates its long-term 



'•Valerie A. Personick, "Industry Output and Employment: 
BLS Projections to 1990," Monthly Labor Review, April 1979, 
pp. 25-36. 
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forecasts every 2 years, correcting for the 
difference between the projected and the ac- 
tual; even so, long-term forecasts, without a 
great deal more sensitivity analysis, are not 
reliable indicators of what will happen. 

The Dictionary of Occupational Titles 

Many analysts, when looking at qualitative 
aspects of jobs, rely on another publication of 
the Department of Labor, the Dictionary of Oc- 
cupational Titles (DOT), published since 1939. 71 
The DOT attempts to identify the skill and 
training requirements of a very large sample 
of jobs in the economy. DOT categorizes titles 
and descriptions of 12,099 occupations. Ac- 
cording to the most recent (1977) edition, DOT 
is intended for use iu employment counseling, 
in career guidance, and in developing public 
and private labor plans and training programs. 

In analyzing the skill requirements for each 
job, DOT first breaks the job down into worker 
functions associated with people, data, and 
things, and then ranks the job within these cat- 
egories. For example, in jobs that involve han- 
dling data, the highest level is "synthesizing," 
the lowest level "comparing." Second, job ti- 
tles are categorized according to traits on com- 
puter tapes available to users of DOT. These 
traits include education and training require- 
ments, aptitudes, temperaments, interests, 
physical demands, and working conditions. In 
characterizing thousands of jobs by function 
and trait, DOT acts as a large job evaluation 
system for the entire U.S. economy. The cri- 
teria used in ranking jobs are subjective, but 
that is a weakness common to most job evalu- 
ation systems. However, the DOT has come 
particular limitations of its own. 

Specifically, DOTs job analysis methods are 
most suited to jobs that can be broken down 
into discrete tasks, particularly manufacturing 
jobs. The factors and scales used in rating 
worker functions and traits were developed in 
the 1950s using a sample of occupations, 
mainly those in manufacturing. Since then, em- 



7, U.S. Department of Labor, Dictionary of Occupational Ti- 
tles, 4th ed. (Washington, DC: U.S. Government Printing Office, 
1977). 



ployment growth in the service sector has out- 
paced growth in manufacturing jobs, and new 
technologies have entered the workplace. 
These changes have undercut the validity of 
some of the DOT skill measures. Additionally, 
some DOT job descriptions may be weak be- 
cause of poor management of the onsite anal- 
yses used in compiling the 1977 edition. 72 In 
addition, the document's coverage of newly 
emerging industries and occupations may be 
inadequate, because the 1965 edition of DOT 
was used as the sampling frame for jobs in- 
cluded in the 1977 edition. 73 

Despite its limitations, DOT is extensively 
used. Job placement interviewers within the 
State-Federal Employment Service rely on the 
job titles and definitions to match unemployed 
workers with openings in State and local job 
banks, and Employment Service counselors 
use the information on workers' traits to help 
clients explore vocational options. DOT is also 
used by counselors, personnel managers, em- 
ployment placement officers, and labor mar- 
ket analysts in schools, government agencies, 
and private firms. 74 The Bureau of Appren- 
ticeship and Training uses it for training, the 
Veterans Administration relies on it for reha- 
bilitation and employment counseling, and 
vocational educators use it for counseling and 
curriculum development. In 1980, following an 
extensive study of the 1977 edition, the Na- 
tional Academy of Sciences concluded that 
there was a strong and continuing need for the 
kind of information that DOT provides. 75 

DOT was not designed to depict the influ- 
ence of technological change, although some 
information can be gleaned from individual job 
descriptions. As an illustration, box 8C gives 
the job descriptions for an injection machine 
operator and an injection machine tender for 
the manufacture of plastic products. One of the 
most noted occupational changes with auto- 
matic production equipment is the shift from 



"Ann R. Miller, et al., Work, Jobs, and Occupations: A Criti- 
cal Review of the Dictionary of Occupational Titles (Washing- 
ton, DC: National Academy Press, 1980), p. 146. 

"Ibid. 

74 Ibid., p. 91. 
79 Ibid., p. 214. 
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Box 8C— Sample Occupations From the 
Dictionary of OccupMontl Title* 

556.382-014 

Injection-Molding-Machine Operator 
(fabric, plastics prod.) injection molder; 
molder. 

Sets up and operates injection-molding ma- 
chines to cast products from thermoplastic 
materials: Installs dies on machine, according 
to work order specifications, using clamps, 
bolts, and handtools. Sets machine controls, 
regulating molding temperatm<?, volume of 
plastic molding pressure and time, according 
to knowledge of plastics and molding proce- 
dures. Dumps premixed plastic powders or 
pellets into hopper* and starts machine* Pulls 
lever to close dies and inject plastic into dies 
to cast part. Removes finished product from 
dies, using handtools. Trims excess material 
from part, using knife. May mix thermoplas- 
tic materials and coloring pigments in mixing 
machine, according to formula. May grind 
scrap plastic into powder for reuse. 

556.6854)38 

Injection-Molding-Machine Tender 
(fabric, plastics prod.; phonograph; rubber 
goods) 

Tends injection-molding machines that 
form plastic or rubber products* such as type- 
writer keys* phonograph records* and luggage 
handles: Dumps plastic powder, preformed 
plastic pellets, or preformed rubber slugs into 
hopper of molding machine. Starts machine 
that automatically liquefies pellets, slugs, or 
powder in heating chamber, injects liquefied 
material into mold, and ejects molded prod- 
uct. Observes gages to insure specified mold- 
ing temperature and pressure are maintained. 
Examines molded product for surface defects, 
such as dents and cracks. May heat plastic 
material over steamtable or in oven to prepare 
material for molding. May remove product 
from mold, using handtools. May trim flash 
from product, using shears or knife. May 
place product in cold water or position it on 
cooling fixture to prevent distortion. 

Source; U.S. Department of Labor. Employment and Traioing 
Administration. DicHontry of Occupstionsl Titk$ t 4th ed. (Wash- 
ington, DC: U.S, Government Printing Office, 1977), pp. 407, 409. 



controlling to monitoring work tasks. The two 
job descriptions demonstrate this shift. Vet the 
descriptions do not explicitly reveal that the 
machine tender's job is in a more technologi- 
cally advanced system than the machine oper- 
ator's. The equipment for each job is not de- 
scribed, and various ways in which tasks are 
allocated within these jobs is not apparent. 

DOT job descriptions could be made clearer 
if closer attention were given to occupational 
comparisons and changes within job titles. 
Data from additional onsite evaluation^ and 
survey data could help in updating the DOT. 
to make it better reflect the nature of existing 
jobs. Up-to-date descriptions would help u ork- 
ers in making job transitions, by providing in- 
formation that would allow matching a work- 
er's past experience with the requirements of 
current jobs. 
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Chapter 9 

The Effects of International Trade 
on U.S. Skills and Employment 



OVERVIEW 



International trade has played an increas- 
ingly prominent role in the American economy 
since World War II. The position of dominance 
in world markets that U.S. producers enjoyed 
following the war has eroded, althouph the 
United States continues to be a major force 
shaping international trade. While U.S. leader- 
ship has diminished, trade has roughly doubled 
as a percentage of GNP in the past two decades, 
and the impact of trade on American workers 
has increased correspondingly. In the 1980s, 
the employment impacts of trade have been of 
particular concern because of record trade def- 
icits. The merchandise trade deficit in 1984 
was $107 billion; in 1985, it is expected to be 
$150 billion. The services trade balance, his- 
torically a surplus for the United States, fell by 
more than half between 1980 and 1984. Both 
the high value of the dollar and declining com- 
petitiveness in many industries are important 
factors behind U.S. trade performance in the 
1980s. 

International trade affects employment in 
many different ways. It is an important force 
behind *he numbers of jobs available to U.S. 
workers, and is equally important in the kinds 
of skills and education American workers need 
to maintain relatively stable, productive work- 
lives. In the relatively open economy of the 
United States, increasing dependence on inter- 
national trade means that American employ- 
ment is harder to affect using strictly domes- 
tic policies. Conversely, policies which affect 
the volume or character of international trade— 
e.g., protection of domestic industries and 
bilateral or multilateral agreements regarding 
trade— have more important consequences for 
employment in the United States. 

One of the positive employment consequences 
of the expansion of trade is the increase in the 



number of workers who are employed making 
goods and services for export. In 1984, 4.5 mil- 
lion American workers— over 4 percent of the 
civilian work force— owed their jobs to exports, 
according to the Department of Commerce. 
Since 1980, however, the number of jobs gen* 
erated by exports has fallen from over 6 mil- 
lion, because of declining merchandise exports 
and increases in labor productivity. 

In general, workers in industries in which 
trade has stimulated employment tend to be 
more skilled than workers in industries where 
employment has been hurt by trade. On bal- 
ance, as trade increases, we should expect the 
demand for better educated, skilled workers- 
including professionals, technicians, and man- 
agers—to increase, and the jobs of semiskilled 
and unskilled production workers in manufac- 
turing to become more vulnerable. 

There is no question that imports have been 
a major factor behind job losses in many Amer- 
ican manufacturing industries such as the ap- 
parel and textile industries, television manu- 
facture, footwear, and automobiles. In these 
five industries alone, employment declined by 
nearly 428,000 between 1977 and 1984, largely 
due to imports. In other manufacturing indus- 
tries where imports are growing faster than de- 
mand, the United States can expect job losses. 

American industries respond to increased in- 
ternational competition, much of which mani- 
fests itself in the form of increased imports, in 
a variety of ways, mostly aimed at reducing 
production costs. Many industries automate. 
To improve competitiveness, firms usually 
have to improve productivity, and the method 
often chosen is to improve process technology. 
Automation has been a major strategic response 
of many industries, including motor vehicles, 
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textiles, and televisions. In these and other 
manufacturing industries, the increases in pro- 
ductivity resulting from automation have cost 
jobs, in the face of slowly growing or level 
demand, and these trends are expected to 
continue. 

Another response to increasing competition 
is emigration, or reorganizing production on 
the international level. This strategy is aimed 
at reducing production costs by capturing 
lower wage rates offshore, often while main- 
taining capital-intensive operations (in both hu- 
man and physical capital) such as company 
management, research and development, and 
other operations involving high proportions of 
skilled labor in the United States. Moving oper- 
ations that are more intensive of low-skill la- 
bor offshore to make products for the home 
market is a relatively new feature on the land- 
scape of American international investment, 
but in the past two decades it has had signifi- 
cant impacts on employment in many U.S. in- 
dustries. The television industry, the semi- 
conductor industry, the telecommunication 
equipment industry, and the apparel industry 
are examples of sectors which have used off- 
shore production facilities to lower production 
costs. The number of industries and products 
in whicL offshore processing is done is ex- 
pected to continue to increase, along with the 
number of workers whose jobs are vulnerable. 
Because it is the operations which use the most 
unskilled labor which are typically sent off- 
shore, again, the unskilled and semiskilled pro- 
duction woikers in the United States are most 
likely to be displaced as a result. 

Both automation and global production can 
be important factors in maintaining or enhanc- 



ing the competitiveness of American firms. To 
the extent that these strategies are successful, 
therefore, these are important strategies in pre- 
serving American jobs— mostly, however, the 
jobs of educated or skilled people— that would 
be lost if firms go out of business altogether. 

Another option that many industries choose, 
in addition to strategies to preserve competi- 
tiveness, is to ask for trade protection. The 
combination of high unemployment rates and 
record trade deficits in the 1980s has brought 
trade protection debates into new prominence. 
While OTA did not analyze the benefits and 
costs of protection or U.S. trade policies, this 
chapter does discuss the relationships— both 
positive and negative— between protection and 
employment. On the positive side, protection 
can stretch out the period of employment de- 
cline in industries responding to international 
competition, making it possible to reduce em- 
ployment through attrition rather than layoffs. 
Protection can also give workers a chance to 
prepare for new jobs while they are still em- 
ployed, and companies a chance to adjust to 
increased international competition. However, 
protection is expensive. While the costs of pre- 
serving American jobs— e.g., in the automobile 
industry— have been overstated, there is little 
question that using protection to save jobs is 
a costly proposition. Moreover, protection does 
blunt the competition, removing at least some 
of the incentives for companies to work to im- 
prove competitiveness. This may merely post- 
pone massive job losses. As a result, many pol- 
icymakers and private businesses have begun 
to advocate temporary protection, combined 
with requirements for protected firms to take 
steps to improve competitiveness and provide 
adjustment services for workers. 



INTRODUCTION 



Since World War II, international trade in 
goods and services has become a more impor- 
tant feature of most of the world's economies. 
For example, world trade in merchandise 
(manufactured goods) grew 50 percent faster 
in volume than the world's total manufactur- 
ing output between 1960 and 1981; increasing 



proportions of world production were exported, 
and increasing proportions of consumption 
came irom imports. 1 International trade in 



^.S. Department of Commerce, International Trade Admin- 
istration, U.S. Trade: Performance in 1983 and Outlook (Wash- 
ington, DC: U.S. Government Printing Office, June 1904), p. 3. 
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services also increased rapidly, although not 
so rapidly as merchandise trade. 

In the United States, trade has risen greatly 
in the past two decades as a component of the 
economy. Between 1970 and 1984, the dollar 
value of imports of merchandise 2 rose 16 per- 
cent per year, from $39.9 billion to $327.8 bil- 
lion, or from 4 percent to nearly 9 percent of 
gross national product (GNP). 3 In the same 
period, merchandise exports increased 12 per- 
cent annually, from $42.5 billion to $220.3 bil- 
lion, or from 4.3 percent of GNP to 6 percent. 4 
The expansion of U.S. trade has many positive 
effects on the economy. Increasing trade means, 
for consumers and producers alike, that a 
wider variety of products is available. In addi- 
tion, the products and services which are traded 
embody knowledge of production processes 
and technology, and trade helps to transfer this 
knowledge. Such transfers enable people in 
poor or developing countries to improve their 
standard of living, as they learn how to pro- 
duce sophisticated products. 5 

Another result of the rising importance of 
trade is that more and mor^ U.S. workers are 
affected. This has both positive and negative 
impacts: more people owe thuir jobs to addi- 
tional demand created by exports and more 
people are threatened with job loss or have lost 
jobs as a result of import competition. The 
difference in the rates of growth between im- 
ports and exports means that the number of 
workers affected by import competition has 
grown faster than the number of workers who 
owe their jobs to exports. The United States has 
changed from being a net exporter throughout 
much of the 20th century to being a net im- 
porter on a very large scale. The largest con- 
tributor by far to the deficit is merchandise 
trade: in 1984, the merchandise trade deficit 
was $107 billion. Throughout the 1970s and 
1980s, the United States has run services trade 



Merchandise trade includes petroleum and petroleum prod- 
ucts, manufactured goods, and agricultural products. 

3 U.S. Department of Commerce Bureau of Economic Analy- 
sis, Survey of Current Business* various issues. 

♦Ibid. 

'Richard M. Cyert, "The Plight of Manufacturing: What Can 
Be Done?" Issue* In Science and Technology, Summer 1985, 
p. 89. 

o 
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surpluses. Although the surplus fell by more 
than half from 1980 to 1984, the services surplus 
was still $17.0 billion in 1984. 6 However much 
of the services trade surplus is in investment 
income, unconnected with U.S. jobs. Leaving 
this out, the United States will probably experi- 
ence a serious services trade deficit in 1985. 
This is the first year that services trade, exclu- 
sive of investment income, will experience a 
deficit. 

The rapid deterioration of the U.S. interna- 
tional trade balances in the 1980s, both in serv- 
ices and merchandise, is largely a result of the 
rise in the value of the dollar against foreign 
currencies. 7 However, it is also a fact that many 
U.S. manufacturing industries have lost com- 
petitive ability relative to foreign producers. 
Many of these industries began to have com- 
petitive problems in the late 1970s, when the 
dollar was undervalued, and some had begun 
to decline earlier. It will be very difficult for 
industries with basic competitive problems to 
recover when the dollar falls. The number of 
industries wi'ch basic competitive problems has 
risen, and now includes portions of high-tech- 
nology sectors. Such industries will have more 
difficulty creating new production jobs; it will 
be difficult for many to avoid displacement and 
employment loss. Even industries which prob- 
ably are internationally competitive, but for the 
overvalued dollar, will have trouble rebound- 
ing from the prolonged setback of the 1980s. 
Although the value of the dollar has dropped 
since spring of 1985, it still has a long way to 
fall before affected industries will be able to 
reestablish market position. Even then, regain- 
ing customers who have built relationships 
with foreign suppliers may take time. 

Decreasing costs of communication and 
transportation have been significant factors in 
the expansion of international trade, as well 

'Much of this surplus is investment income, unconnected with 
U.S. jobs. Leaving out the investment income, the United States 
will probably run a substantial services trade deficit in 1985. 

The spectacular rise of the dollar,, in turn, has been linked 
to high U.S. budget deficits and interest rates. These relation- 
ships are complex, and are not addressed in this study. For a 
discussion of the deficit issue, see Norman S. Fieleke, "The 
Budget Deficit: Are the International Consequences Unfavora- 
ble?" New England Economic Review, May/June 1984. 
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in the difficulties many U.S. firms face in in- 
ternational competition. Easier communica- 
tion means that information on economic and 
political trends, fashions and tastes, produc- 
tion techniques, and the like can be quickly and 
cheaply shared internationally, giving foreign 
producers up-to-date information to plan pro- 
duction and exports. For example, swift style 
changes in high-fashion apparel require either 
production very close to the market, or com- 
munication links which allow producers in 
other nations to collapse the time between the 
emergence of a fashion trend and delivery of 
finished apparel to the market. 

Falling transportation costs mean that coun- 
tries with even modest cost advantages in pro- 
duction are better able to compete on the ba- 
sis of that cost advantage in foreign markets. 
Reduction of either transportation or commu- 
nication costs accentuates the importance of 
other cost factors in determining where prod- 
ucts are made. In industries and production 
processes which rely heavily on unskilled or 
semiskilled labor, labor costs can be a particu- 
larly important influence on the competitive 
position. Labor costs reflect both the compen- 
sation paid to workers (wage rates plus fringe 
benefits and payroll taxes) and labor produc- 
tivity (labor content per unit of output). Thus, 
industries and countries with relatively high 
wage rates may still be internationally competi- 
tive if worker productivity is great enough to 
support the high wages. Worker productivity, 
in turn, is affected by many factors, including 
good management, up-to-date equipment, the 
education and skills of the work force, labor- 
management relations, and effective work or- 
ganization. 

Industrialized countries with relatively high 
wage rates, such as the United States and West 
Germany, often respond to competition from 
lo T ./-wage countries by automating production 
o raise worker productivity. While higher 
productivity is essential to improving competi- 
tiveness, it can also cost jobs, as smaller num- 
bers of workers are needed to produce equiva- 
lent output. If demand is rising more slowly 



than productivity, jobs are lost. Moreover, in 
industries or production processes where la- 
bor costs are a large portion of production 
costs, automation sometimes cannot offset the 
advantage of producers in low-wage areas. Pro- 
duction with automated equipment may be 
more expensive than more labor-intensive pro- 
duction in low-wage countries, or automation 
may fail to raise productivity enough to make 
products competitive. Labor costs have been 
a significant factor, for example, in loss of com- 
petitiveness of the U.S. apparel industry, com- 
modity semiconductors, motor vehicle parts, 
footwear, computer components, consumer 
electronics, shipbuilding, and textiles. In these 
cases, imports become more attractive, often 
displacing domestic production. In many of 
these industries, however, wages of American 
workers are high only by comparison with 
wages in the Third World; workers in the ap- 
parel and footwear industries, for example, 
made less than $6 per hour, only two thirds the 
average hourly wage for all American produc- 
tion workers in September 1985. 

Because the labor cost advantage is often 
large in industries which rely heavily on un- 
skilled and semiskilled production workers— 
a type of labor which is abundant in many de- 
veloping and Third World nations— the effect 
of increasing global competition falls more 
heavily on production workers than on skilled 
technical and professional workers. Among the 
workers displaced between 1979 and 1984, the 
group most affected in relation to their num- 
bers was machine operators, assemblers, and 
inspectors in manufacturing (see ch. 3). 

The expansion of international trade makes 
it harder for industrialized nations like the 
United States to affect employment using strictly 
domestic policies. For example, a tax cut de- 
signed to stimulate employment by increasing 
consumption has a smaller employment effect 
if much of the additional consumption is pro- 
duced overseas. More and more, the number 
and kinds of jobs available in the U.S. econ- 
omy depend on international trade and com- 
petition. This is particularly true in manfactur- 
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ing industries, which can produce goods in one 
location for consumption in another. 8 

For at least the next few years (holding cy- 
clical factors constant), manufacturing employ- 
ment is likely to remain level or decline. Even 
in the long run, if trade continues to gain im- 
portance in the U.S. economy, competitive 
pressures from a growing number of countries 
and industrial sectors is likely to exert down- 
ward pressure on manufacturing employment. 
Some of the downward pressure will be offset 
by rapidly rising demand; for example, growth 
in demand for semiconductors is projected to 



'International competition in services industries ran also af- 
fect employment; however, many services, such as hotel and 
lodging services, restaurants, and banking and insurance re- 
quire that services be produced and consumed in the same loca- 
tion. Co* ";^t.aon in services industries, and their effects on the 
U.S. economy and employment, is the subject of an OTA assess* 
ment. International Competition in the Service Industries, to be 
completed in 1986. 



be 19 percent per year through 1990, and semi- 
conductcr employment is expected to increase. 
In other sectors such as steel, apparel, and au- 
tomobiles, no such rapid expansion of demand 
is anticipated to counter the effects of foreign 
competition. Of course, if demand growth ex- 
ceeds expectations, total manufacturing em- 
ployment may increase. 

In the whole economy, the number of work- 
ers whose jobs are affected by trade will in- 
crease if global trade continues to grow. The 
dollar cannot remain overvalued forever; as it 
falls, U.S. exports should be stimulated, and 
more people will be employed in producing 
products for export. While the growth of im- 
ports may be slowed by a falling dollar, growth 
will probably continue nonetheless, and more 
workers' jobs will be affected by imports. Those 
whose jobs are most vulnerable are likely to be 
iiiGSC less skilled, particularly in manufac- 
turing. 



THE EFFECT OF TRADE ON EMPLOYMENT 



Export markets increase the effective de- 
mand for products, which adds to employment. 
Export-generated employment includes work- 
ers in industries which produce goods and 
services for export, upstream employment in 
industries making inputs to goods and services 
which are exported, and downstream jobs 
needed to move products to ports. For exam- 
ple, exports of U.S. aircraft create more jobs 
not only in aerospace industries but in the steel, 
aluminum, plastics, electrical and electronic 
machinery, and machine tools industries as 
well. People involved in transporting the air- 
craft to their destinations are also counted in 
export-generated employment. 

The relationship between imports and jobs 
is a little more complex. In some situations, in- 
creasing imports cost American workers their 
jobs; in other cases, imports and U.S. employ- 
ment can grow together, for someone must sell 
and service the imported products. Imports are 
likely to cost jobs in industries where import 
penetration is increasing faster than product 



demand, and where import penetration is a ma- 
jor motivating force behind automation. Where 
workers are displaced in industries facing 
greater pressure from imports, it is overly sim- 
ple to ascribe displacement either to foreign 
competition or to changing technology. In most 
cases, both forces are operating. Rising im- 
ports, and the technological changes which are 
made in response, are responsible for employ- 
ment declines in sectors such as motor vehi- 
cles, consumer electronics, steel, textiles, and 
footwear. 

Imports and exports also affect the demand 
for different types of skills. Many studies have 
concluded that the comparative advantage of 
the United States lies in skill-intensive prod- 
ucts— e.g., aircraft, computers, and complex 
electronic circuits— which embody labor with 
a higher skill content than the products the 
United States imports. 9 As a result, the dis- 

•Seev Hirsch, 'The Leontief Paradox in a Multi-Country Set- 
ting," WeltwirtschaftHches Archiv, vol. 113, No. 3, 1977, pp. 
417-418. 
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placement resulting from international trade 
is heavily concentrated in low-skill occupations 
and in industries which rely heavily on un- 
skilled labor. The jobs generated by exports, on 
the other hand, are difficult for these low- 
skilled displaced workers to qualify for. 

Examination of the characteristics of dis- 
placed workers substantiates this point. Nearly 
half of the displaced workers are from manu- 
facturing, with overrepresentation in the least 
skilled occupations (see ch. 3). Another source 
of support is in data on the labor content of 
U.S. trade. A 1983 study by the International 
Tradr Commission calculated the labor content 
(roughly equivalent to the number of jobs) asso- 
ciated with U.S. imports and exports, by indus- 
trial sector (table 9-1). The ratio of production 
workers (usually representing the highest pro- 
portions of unskilled and semiskilled workers) 
to total industry employment is an indicator 
of skill intensity. In the manufacturing indus- 
tries where employment is significantly af- 
fected by trade, there is a highly significant 
direct correlation between skill intensity and 
positive balances of trade-related employment. 10 
That is, industries whose skill intensity was 
highest— measured roughly by low ratios of 
production workers to total industry employ- 
ment—had more jobs associated with exports 
than were embodied in imports. 

From these data, it is clear that there is a high 
degree of association between the net labor 
content of trade and skills in the labor force, 
roughly measured. In general, the heavier the 
reliance on less skilled labor (production labor), 
the greater the likelihood that the net effect of 
trade on employment is negative. Industries 
where the availability of a particular natural 
resource is more important than a skilled la- 
bor force in determining a comparative advan- 
tage and industries that trade in noncompeti- 
tive specialty items do not follow this pattern. 



"OTA performed a Spe&rman Rank Correlation test on the 
data in table 9-1, ranking all manufacturing industries (contain- 
ing more than 100,000 work-years of trade-related employment) 
in terms of two factors: net trade-related employment and ratio 
of production workers to total employment. The correlation was 
significant at the 0.01 percent level. 



The following sections discuss the effect of 
exports and imports on the number of jobs in 
the United States, and on the skill mix of the 
American work force. 

Exports and the Numbers of U.S. Jobs 

The growth of U.S. exports has stimulated 
employment in this country. In 1980, when 
merchandise exports were $224.2 billion, over 
6 million Americans owed their jobs to exports, 
according to an estimate made by the Interna- 
tional Trade Administration (ITA) of the U.S. 
Department of Commerce. 11 In 1982, merchan- 
dise exports had fallen to $211.2 billion, and 
ITA estimated that the number of workers 
whose jobs depended on exports fell to 5 mil- 
lion. In 1983, the number of export-generated 
jobs dropped further to 4.6 million. Merchan- 
dise exports increased by $20 billion in 1984, 
but the number of export-generated jobs de- 
creased slightly to4.5 million, largely because 
of increasing labor productivity. 

Change in the labor content of exports was 
one cause of the decline in export-generated 
employment throughout the years from 1980 
to 1984, according to ITA. As productivity in- 
creased, fewer workers were required to pro- 
duce equivalent amounts of output. Between 
1980 and 1982, the labor content per billion dol- 
lars of U.S. exports decreased from 30,300 jobs 
to 25,200. 12 In 1984, the number of jobs per $1 
billion worth of exports was estimated at less 
than 25,000." 

Export-related employment tends to fluctu- 
ate fairly widely, reflecting the synergistic na- 
ture of trade itself. During periods of economic 
expansion, U.S. demand for imports usually in- 
creases. This stimulates export industries in 
other countries, raising their output and em- 
ployment. These countries are then able to im- 
port more products themselves— often from the 



"U.S. Department of Commerce, Domestic Employment Gen- 
erated by U.S. Exports. International Trade Administration, Of- 
fice of Trade and Investment Analysis (Washington, DC. May 
1983), Executive Summary. 

"Ibid. 

"U.S. Department of Commerce, "Preliminary Export-Related 
Jobs Estimate for 1984,° Office of Trade and Investment Anal- 
ysis, International Trade Administration, June 1984, mimeo. 
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Table 9-1.— Labor Content of Trade and Ratios of Production to Total Employment, 

by Manufacturing Sector, 1982* 



Domestic labor content 

(thousands of work-years) Population 

Imports Exports Balance employment 

iQdustry (1) (2) (2 Z 1) ratio* 

Office, computing, and accounting machines 200 416 216 0 40 

Aircraft and parts 87 269 182 o!si 

Chemicals and selected chemical products 75 233 159 0.54 

Construction and mining machinery 19 175 156 0.63 

Scientific and controlling instruments 73 168 95 0 57 

Electric industrial equipment and apparatus 45 117 72 (168 

Plastics and synthetic materials 12 79 67 0.65 

Lumber and wood products, except containers 124 183 59 0.88 b 

Drugs, cleaning, and toilet preparations 29 75 46 0.55 

General machinery and equipment 61 94 33 0.63 

Miscellaneous electrical machinery and equipment 54 78 24 0 70 b 

Special industry machinery and equipment 48 69 21 (X61 

Metalworking machinery and equipment 62 82 20 070 b 

Other transportation equipment 60 60 0 0i>0 

Optical, ophthalmic, and photographic equipment 63 62 - 1 0.53 b 

Household appliances 55 59 _6 077 

Rubber and miscellaneous plastic products 89 72 -17 0 77 

Paper and allied products, except containers 103 85 - 18 074 

Electronic components and accessories 204 18O -24 0.57 b 

Other fabricated metal products 88 59 -29 074 

Broad and narrow fabrics, yarn and thread mills 81 50 -31 0.Q7 

Primary nonferrous metals manufacturing 182 108 -74 0.73 

Miscellaneous fabricated textile products 171 24 -147 o!81 

Primary iron and steel manufacture 228 58 -170 075 

Radio, TV, and communication equipment 326 150 -176 0.50 b 

Footwear and other leather products 228 22 -206 0.84 

Petroleum refining and related industries 306 42 -264 0.60 b 

Miscellaneous manufacturing 474 150 -324 072 

Motor vehicles and equipment 694 245 -449 0 73 

Apparel 536 56 -480 0.Q5 

All manufacturing industries 0.68 

jRttio of employment of production workers to tout industry employment These Industries all account for more than 100,000 workyears of trade-related employment. 
°These industries do not fit the general pattern of having lower ratios of production workers than the ail*manufacturlng average when there Is a net labor content sur- 
plus in trade; or having higher ratios of production workers when the labor content of trade Is negative. See text for explanations. 

SOURCE* U.S. international Trade Commission, U $ Trade-Relsted Employment, and U.S. Department of Labor, Bureau of Labor Statistics. Supplement to Employment 
$nd Earnings. 



United States. According to one analyst, eco- 
nomic growth of more than 1.5 to 2 percent in 
countries belonging to the Organization for 
Economic Cooperation and Development (OECD) 
means that non-oil imports of the OECD in- 
crease about three times as fast. 14 This con- 
tinuing process stimulates worldwide incomes, 
employment, and standards of living. During 
downturns, the process reverses. According to 
the same analyst, when OECD economic growth 
falls below 1.5 percent annually, trade declines 
even faster. Falling demand for imports, in 
turn, hurts the economies of exporting coun- 
tries, which then reduce their own demand for 
imports* and so on. 



Between 1977 and 1980, a time of economic 
growth, 1.5 million jobs were generated in all 
sectors of the economy by the stimulus of ris- 
ing exports of manufactured goods. In the man- 
ufacturing sector, export-related employment 
accounted for 80 percent of the increase in 
manufacturing jobs. 15 Between 1980 and 1983, 
IT A estimated that 1.5 million total jobs were 
lost thoughout the economy, largely due to fall- 
ing export volume (exaggerated to some degree 
by rising productivity). 



"William R. Cline, "Introduction and Summary/' Trade Pol- 
icy in the 1980s. William R. Cline (ed.) (Cambridge, MA: MIT 
Press and Institute for Internationa! Economics, 1983), p. 5. 



"U.S. Department of Commerce, Domestic Employment Gen- 
erated by U.S. Exports, op. cit., p. 3. 
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Exports and the Demand for Skills 

Exports create jobs in many sectors. Mer- 
chandise exports (which include manufactured 
and nonmanufactured goods 18 ) accounted for 
about 4.9 million jobs in 1982. The stimulus for 
generating about 80 percent of these jobs in all 
sectors, according to the Department of Com- 
merce, was the export of manufactured goods. 
These exports accounted for 2.3 million jobs 
in manufacturing industries, 0.2 million jobs 
in nonmanufactured goods, and 1.5 million 
jobs in service sectors— a total of 4 million 
jobs. 17 

What is the nature of jobs that are generated 
by exports? International trade theory, which 
assigns great importance to differences in fac- 
tor endowments— i.e., the amounts of labor, 
capital, and resources— of different countries, 
concludes that nations which are rich in capi- 
tal export capital-intensive products, and na- 
tions more heavily endowed with labor export 
labor-intensive goods. An early investigation 
into the capital intensity of U.S. exports and 
imports revealed, however, that by at least one 
measure, U.S. exports were more labor-inten- 
sive than U.S. imports. 18 This finding, known 
as the Leontief Paradox, stimulated a great deal 
of research in the ensuing three decades which 
tried to explain the original finding. Several ex- 
planations have been put forward; for exam- 
ple, some U.S. imports may be capital-intensive 
when produced in the United States, but more 
labor-intensive in the countries where they are 
produced. One explanation, which has been 
substantiated by several investigators, is that 
the U.S. advantage in trade lies in skill-inten- 
sive goods— i.e., products which require rela- 
tively high amounts of human capital and skill 
to produce. 19 In general, U.S. exports probably 
generate a large number of jobs for highly 
skilled workers; these jobs are relatively secure 



"Nonmanufactured goods sectors include agriculture and fish- 
eries, forestry, coal, and other minerals. 

"U.S. Department of Commerce, Domestic Employment Gen- 
erated by U.S. Exports, op. cit., p. 5. 

"Wassily Leontief, "Domestic Production and Foreign Trade, 
the American Capital Position Re-Examined/' Economia Inter- 
nazionale, vol. 7, Geneva, 1954. 

"See Hirsch, "The Leontief Paradox in a Multi-Country Set- 
ting," WeltwirtshcafUiches Archiv, vol. 113, No. 3, 1977. 



from competition from low-wage nations, where 
human capital is more scarce. 

This conclusion is supported by findings of 
the 1983 ITA study on the kinds of labor em- 
bc^ad in U.S. exports and imports. As shown 
in table 9-1, there is a highly significant corre- 
lation between high skill content (measured by 
lower-than-average ratios of production em- 
ployment to total industry employment) and 
positive balances of trade-related employment. 
In addition, industries in which exports ac- 
count for large numbers of jobs also tend to 
have lower-than-average ratios of production 
to total employment. According to the study, 
the export sectors in manufacturing which em- 
bodied the largest labor content in 1982 were, 
in descending order of the number of work- 
years: 

1. office, computing, and accounting ma- 
chines; 

2. aircraft and parts; 

3. motor vehicles and equipment; 

4. chemicals and selected chomical products; 

5. lumber and wood produces; 

6. electronic components; 

7. construction and mining machinery; 

8. scientific and controlling instruments; 

9. radio, TV, and communication equipment: 

—tied with miscellaneous manufac- 
turing; 

10. electric industrial equipment and appa- 
ratus; and 

11. primary nonferrous metals. 20 

Of these 12 industries, 8" had ratios of produc- 
tion workers to total employment which were 
below the average fo** all manufacturing (fig- 
ure 9-1). 



"U.S. International Trade Commission, U.S. Trade-Related 
Employment, USITC Publication 1445 (Washington. DC: USITC), 
pp. 37-40. Exports of these 12 manufacturing industries all em- 
bodied more than 100,000 work-years of domestic labor in 1982. 
u!?ny of the same industries also showed substantial losses of 
job opportunities due to imports. 

"The eight are: 1) office, computing, and accounting equip- 
ment; 2) aircraft and parts; 3) chemicals and selected chemical 
products; 4) electro ic components; 5) construction and min- 
ing machinery; 6) sc.entific and controlling instruments; 7) ra- 
dio, TV, and communication equipmt and 8) electric indus- 
trial equipment and apparatus. 
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Hgurt 9-1,— Ratio of Production Employment to 
Total Employmtnt in Export Industries* 
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•Exports of thtst 12 Industries ail •mboditd more than 100.000 domsstlc work-years in 1982 

SOURCE: U S Department of Labor. Bureau of Labor Statistics. Occupation*' Employmtnt Statistics Survey of 
Manufacturing Industries, 1900. 



Of the four which had higher concentrations 
of production workers, two— primary nonfer- 
rous metals and lumber and wood products- 
are industries whose advantage, relative to for- 
eign producers, rests primarily on natural re- 
source endowments rather than capital or skill. 
Motor vehicles and equipment, which contrib- 
uted 245,000 work-years to exports, also had 
the largest deficit in trade-related employment 
of 480,000 work-years. The reason for the in- 
dustry's large contribution to export-related 
employment is not the skill intensity of produc- 
tion. Nearly three-quarters of U.S. motor ve- 
hicle exports go to Canada; the U.S. and Cana- 
dian auto industries and markets are highly 
integrated. Canada's domestic automobile in- 
dustry consists of the major U.S. manufac- 
turers; tlr Canadian motor vehicle market is 
an exteiv; .on of the American market, and 
Canadians buy American cars for the same rea- 
sons Americans do. 



Miscellaneous manufacturing contributed 
150,000 work-years to exports, but also had a 
net deficit in trade-related employment of 
324,000 work-years, reflecting the $4.8 billion 
trade deficit in miscellaneous manufactures. 
The industry includes a variety of sectors— e.g., 
jewelry and silverware, costume jewelry, games, 
toys, sporting goods, pens, pencils, artists' sup- 
plies, buttons and fasteners, artificial flowers 
and Christmas trees— many of which are spe- 
cialty items. In many of these sectors, the abil- 
ity to export probably is less related to the skills 
needed for production than to the special char- 
acteristics cf the product. 

Another indicator of the relative skill inten- 
sity of U.S. exports is in the ratios of managers 
and officers, professional, and technical work- 
ers in export industries (table 9-2). Data on the 
occupational makeup of industries also lends 
credence to the idea that industries supporting 



feERjfc 



3U 



Table 9-2.— Occupational Employment in Export Industries 



, , Percentage of work force (1980) 

High pay ^ Occupational groups 

Production, maintenance, uw p 
construction, repair, & 

Managers & Professional Technical material handling & Sales Clerical Service 

inousiry SIC codes officers workers workers powerplant workers workers workers workers 

Average for all manufacturing 6.6 6\9 Z9 6&vi li TTi TS — 

Office, computing, and accounting equipment .. 357 11.0 21 3 14 4 32 7 a i 2* 18? 1 n a 

Radio, TV, and communication equipment 365,366 8.0 20.1 9 0 4SO a n& \Z'q \'a* 

Aircraft and parts 372 7.8 20.1 5.9 50^ 04 a 3 4 6 a 

Chemicals and selected chemical products 281,286, 9.9 12.9 5.4 54,2 a 2.8 12^8 2 0 

287, 289 

Electronic components 367 6.6 115 7.4 61 0 a 1 0 a 11 l a n a 

Scientific and controlling instruments 381,382, 8.1 10.2 10 5 533 a 2 0 a \a o ia 

384,387 1,0 

Construction and mining machinery 353 6.7 7.6 4 1 64 5 a ? ? n n K a 

Electric industrial equipment 361,362 5.2 a 7.9 4.5 698 O Q 3 o ? a 

Miscellaneous manufacturing 39 7.7 3.5 a 1 5 a 688 2 8 i?i ?a 

Primary nonferrous metals 333,334, 4.8 a 4.4 a 2 0 a 771 , ?a 07a ,£ 

335,336 1,0 

Motor vehicles and parts 371 4.0 a 6.7 a 2 1 a 76 8 Ofi a rr3 in 

Lumber and wood products 241, 242, 6.2 a 1.5 a 0.8 3 81 6 1 5 a fi £ 01 

243,249 

Printing and publishing 27 10.1 9^9 ^ 48.8 a 7.4 2t1 17 a 

a Lower than average for all manufacturing. ~~ ' ■ ■ 

S ™ RCE ^33X" 
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large numbers of export-related jobs are more 
likely to employ highly skilled people. In print- 
ing and publishing, for example, the United 
States had a net trade surplus of over $300 mil- 
lion in 1984. Managers and officers constituted 
over 10 percent of employment in this sector, 
and professionals 9.9 percent, compared to 6.6 
and 6.9 percent, respectively, in all manufac- 
turing. In transportation equipment, which in- 
cludes both motor vehicles and equipment and 
aircraft and parts, professional workers ac- 
counted for over 13 percent of industry em- 
ployment, nearly double the average for all 
manufacturing. In the chemical industry and 
in instruments and related products, all three 
of the most skilled types of employment— man- 
agers and officers, professional workers, and 
technical workers— formed higher percentages 
of industry employment than in all manufac- 
turing. 22 

Imports and the Number of U.S. Jobs 

Increasing import penetration in a number 
of industries has been a major factor behind 
employment declines. However, increasing im- 
ports do not always cost American workers 
their jobs. 

Imports do not cost job opportunities if the 
products which are imported cannot be pro- 
duced domestically, or can be produced only 
in very limited quantities. These products are 
called noncompetitive imports, and include 
minerals and other natural-resource products 
and those based on proprietary or patented 
technologies. 23 For instance, imports of dia- 
monds, cobalt, mahogany, and teak do not cost 
U.S. jobs, as these things are not produced in 
the United States. Petroleum can be produced 
domestically in limited quantities, so petroleum 
imports also do not mean lost jobs for Ameri- 
cans; in fact, if petroleum imports were cut off, 
the effect would be a substantial loss of employ- 
ment in many sectors. This is a significant ex- 



ample: petroleum imports were nearly 18 per- 
cent of all U.S. imports of merchandise in 1984. 

Imports do not cost jobs in industries where 
demand for the product is growing fast enough 
to accommodate both rising imports and sta- 
ble or increasing levels of domestic production. 
For example, while imports of semiconductors 
have risen from less than $1.8 billion in 1969 
to $7.8 billion in 1984, demand has grown even 
more rapidly, and so has employment. Over the 
same period, total semiconductor industry em- 
ployment went from about 75,000 to 273,000. 
The long-term outlook for semiconductor em- 
ployment is upward, despite the cyclical slump 
of late 1984 and 1985. Between December 1984 
and June 1985, total semiconductor employ- 
ment has dropped by 8,300 jobs (figure 9-2). 

However, where imports are rising more rap- 
idly than demand, American workers c*n lose 
their jobs. If this happens gradually, much of 
the employment loss can be handled through 
attrition, as employees retire or leave to take 
other jobs. This is not always the case. 



Figure 9-2.— Semiconductor Employment 
July 1984-June 1985 



"U.S. Department of Labor. Occupational Employment in 
Manufacturing Industries, Bureau of Labor Statistics Bulletin 
2133 (Washington. DC: U.S. Government Printing Office. Seo« 
tember 1982). p. 4. p 

»H. Peter Gray. "Non-Competitive Imports and Gains From 
Trade, mimeo. 




Month 

SOURCE: u.S Department o< Labor. Bureau of Labor Statistics Employment 
& Earnings/* various issues 
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Employment in the apparel industry, for ex- 
ample, dropped from over 1.44 million in 1973 
to 1.175 million in early 1985, while imports 
have captured an increasing share of the U.S. 
market. By 1983. one of every four garments 
sold in the United States was manufactured in 
another country; in 1958, the percentage of im- 
ports was near zero. Despite highly structured, 
institutionalized protection provided by the 
Multifiber Arrangement, the dollar value of im- 
ports has risen from less than $300 million in 
1958 to about 312 billion in 1984 (figure 9-3), 
or, in deflated terms, by a factor of ll. 24 Al- 
though the percentage drop in apparel employ- 
ment is moderate compared, for example, with 
losses of steel employment in the 1980s, the de- 
cline has not been steady. Apparel employment 
dropped by about 195,000 from 1973 to 1975, 
recovered to 1.33 million, and then again fell 
rapidly from 1978 to 1982 (figure 9-4). From 
1982 to 1984, it recovered from 1.16 million to 
1.196 million. These clumps of employment 
loss in the apparel industry were due largely 
to increased foreign competition, which caused 
many U.S. firms to close. The closures— 3,200 
over the last decade— were not matched by new 



Figure 9-4.— U.S. Apparel Employment (SIC 23) 



"Souice for employment figures U.S. Department of Labor. 
Employment and Earnings, various issues. Source for import 
data. Carol Parsons. "The Employment Effects of International 
f rdde in the Apparel Industry." contractor report for the Of- 
fice of Technology Assessment. April 1985. p. 8. The MFA did 
permit increasing imports of apparel and textiles: however, im- 
ports have risen faster than MFA targets. 
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Figure 9«3.— U.S. Apparel Imports 

'Xing* i S*s 




I t I I 



t i i | | t l t i | i 




1.000 



1967 1969 1971 1973 1975 1977 1979 1981 1983 
Year 

SOURCE US Department ol labor Bureau- -.atro r S'.atis: Employment and 
Earnings 



entries. 25 There has been a net employment loss 
in apparel in the 1980s; between March 1980 
and February 1985, 116,000 jobs were lost. 26 

Imports have also been an important factor 
in employment losses in consumer electronics, 
notably in the television industry. Imports of 
black-and-white televisions rose from one- 
fourth to over two-thirds of U.S. sales between 
1967 and 1982, 27 while employment in tele- 
vision manufacture declined rapidly. 28 Several 
other factors— including productivity growth 
and relocation of manufacturing operations to 
low-wage countries— were responsible for em- 
ployment losses in this industry, but rising im- 
ports, as part of a cluster of events, were the 
primary cause of job losses. 29 

The exact number of jobs lost to imports can- 
not be ascertained. It is too simple to assume 
that the number of jobs needed to make all im- 
ported products could be captured by U.S. 
workers if imports were cut off, for two rea- 



1967 1969 1971 1973 1975 1377 1979 1981 1983 
Year 

SOURCE U S Department of Commerce Warkei Expansion Division OTEXA ITA 



"Parsons, op. cit.. p. 8. 

"Employment figures are seasonally adjusted. 

"John A. Alic and Martha Caldwell Harris. "Employment Les- 
sons From the U.S. Electronics Industry." manuscript; and U.S. 
Congress, Office of Technology Assessment. International Com- 
petitiveness in Electronics, OTA-ISC-200 (Washington. DC: U.S. 
Government Printing Office, November 1983). p. 112. 

"BLS statistics on employment, used throughout this report, 
go back only to 1972 for radio and TV receiving sets (SIC 3651 ). 
Between 1972 and 1984, employment in SIC 3651 dropped from 
114,500 to 71,800. Source: U.S. Department of Labor. Bureau 
of Labor Statistics, Historical Employment and Earnings and 
various supplements. 

"Alic and Harris, op. cit. 
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sons. First, many U.S. production processes 
are more capital-intensive (and therefore, less 
labor-intensive) than comparable production 
overseas, meaning that fewer American work- 
ers would be required to produce equivalent 
outputs. This appears to be the case, for exam- 
ple, in the manufacture of some semiconduc- 
tors and computer products. Second, one of the 
most important reasons imports succeed is 
their price; they are often cheaper than equiva- 
lent U.S.-made goods. If imports were elimi- 
nated, U.S. consumers would have to pay 
higher average prices for products, and would 
reduce consumption. Thus, if U.S. production 
were substituted for imports, the quantity con- 
sumed—and therefore, produced— would be 
lower than if imports were permitted. The 
number of jobs thus "recaptured" would be 
correspondingly lower. 

Although it is difficult to identify precisely 
how many job opportunities disappear or how 
many workers are displaced by imports, there 
is no question that increasing imports do elim- 
inate American jobs. 

Imports and the Demand for Skills 

In marked contrast to the case of exports, 
manufacturing industries which face the great- 
est pressure from imports have higher concen- 
trations of relatively low-skilled workers. The 
reason is straightforward: low-wage countries 
have a comparative advantage in producing 
goods which require high concentrations of 
low-skilled labor. 

One study examined the demographic and 
occupational characteristics of workers in 20 
manufacturing industries in which trade-re- 
lated job opportunities had been most adversely 
affected, and compared them with 20 manu- 
facturing industries with the most favorable ef- 
fects on job opportunities from trade between 
1964 and 1975. The study found that workers 
in favorably affected industries were more 
skilled than workers in adversely affected in- 
dustries. Moreover, workers in adversely af- 
fected industries were found to be less skilled 
than in manufacturing as a whole. 30 Not sur- 

*°C Michael Aho and Jamer A Orr, "Trade-Sensitive Employ- 
ment' Who Are the Affected Workers?" Monthly Labor Review, 
February 1981, p. 33. 
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prisingly, the workers in industries most ad- 
versely affected were also poorer; this reflected 
the decline in parts of several low-wage indus- 
tries, including apparel, textiles, footwear, and 
leather products (table 9-3). It also reflects the 
fact that workers with few skills— those most 
vulnerable to displacement due to imports- 
are paid less. 

These findings are consistent with more cur- 
rent information. A study by the International 
Trade Commission computed the U.S. labor 
content embodied in experts and the U.S. la- 
bor content required to produce imports in the 
United States (table 9-1). 

In 11 industries, the amount of U.S. labor re- 
quired to substitute domestic production for 
imports was greater than 100,000 work-years. 31 
Eight of these industries had ratios of produc- 
tion workers to total employment which were 
above the average for all manufacturing (68 
percent in 1982). Many of the sectors— includ- 
ing lumber and wood products, paper and al- 
lied products, apparel, textile mill products, 
leather and leather products (which includes 
footwear), and primary metal products (which 
includes primary iron and steel)— also have 
proportionally fewer managers and officers, 
professional workers, a^d technical workers 
than all manufacturing. 

Three industries do not fit the general pat- 
tern: radio, TV, and communication equipment; 
petroleum refining and related industries; and 
electronic components and accessories. In pe- 
troleum refining, the skill or labor content is 
less important in determining patterns of com- 
parative advantage than resources. The United 
States depends on other countries for a great 
deal of its petroleum; as other countries (e.g., 
Saudi Arabia) develop their own refining indus- 
tries, refined petroleum products are imported. 
Petroleum refining has a low concentration of 
production workers, and high concentrations 
of managers and officers, professional and 

31 The sectors, shown in table 9-1, include. 1) motor vehicles 
and equipment; 2) apparel; 3) miscellaneous manufacturing; 4) 
radio, TV, and communication equipment; 5) petroleum refin- 
ing and related industries, 6) footwear and other leather prod- 
ucts; 7) primary iron and steel manufacturing; 8) electronic com- 
ponents and accessories, 9j office, computing, and accounting 
machines, 10) lumber and wood products, and 11) paper and 
allied products. 
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Table 9-3.— Characteristics of Workers and Industries Whose Employment was 
Most Affected by Trade Between 1964 and 1975 

Average of the 20 Overall Average of the 20 

favorably affected manufacturing adversely affected 

Item industnes average industries 

Demographic characteristics: 

Family income below poverty level 5.8 % 7.0 % 9.8 % 

Annual earnings under $10,000 72 1 77 4 81.7 

High school education (4 years) 39 1 36 6 34.0 

College education (4 years) 6.9 5.1 3.1 

Occupational measures: 

Skill measured as a percentage of the average 

wage in manufacturing (1937) 104 0 100.0 97.8 

Skilled workers as a percentage of 

the labor force 55.8 50.0 38.6 

White-collar workers as a percentage of 

the labor force 36.3 30.3 21.1 

Industrial characteristics: 

Technical intensity (scientists and engineers as a 

percentage of the labor force) 6.87 3 20 2.29 

Technical intensity (research and development as a 

percentage of sales) 5.90 2.36 1.39 

SOURCE C Mtctwel Aho and James A Orr. Trade-Sensitive employment Who Are the Affected Workers^ Monthly Labor Review. 1981, p 32 



technical workers in comparison to the aver- 
age for manufacturing. However, the Saudis 
and other oil-exporting nations have imported 
much of this kind of talent from the United 
States in order to develop their own petroleum- 
related industries. 

In radio, TV, and communication equipment, 
the anomalous result probably has a great deal 
to do with the industry classification. This in- 
dustry shows a net employment deficit in trade 
(i.e., it would take more American labor to re- 
place imports than is embodied in exports) but 
has a low concentration of production work- 
ers (only 50 percent). Two industries make up 
this sector, and the ratios and trade balances 
(and therefore, the labor content of trade) dif- 
fer significantly. In radio and TV receiving 
sets, total employment was 91,300 in 1982 and 
the ratio of production workers to total employ- 
ment is higher than in all manufacturing. 32 This 
industry ran a trade deficit in 1982 of over $4.5 
billion, which would probably mean a net def 
icit of trade-related employment as well. The 



"In 1982. the ratio of production workers to total industry em- 
ployment v. as just over 68 percent, slightly below the all-manu- 
facturing average However, 1982 was the depth of a recession, 
in 1961 and 1983, the ratio of production workers to total em* 
ployment was .significantly higher (71 and 70 percent, respec- 
tively). 



other industry, communication equipment, em- 
ployed over 569,000 workers, of which less 
than 47 percent were production workers, sig- 
nificantly below the all-manufacturing average. 
The industry ran a small trade surplus of $108 
million; the trade-related employment balance 
for this industry was probably either roughly 
in balance or slightly positive. As a result, when 
these industries are pulled apart, both behave 
as expected, in terms of skill content and the 
effect of trade on employment. 

One industry— office, computing, and ac- 
counting machines— had a much lower ratio 
of production wo r kers than most other indus- 
tries in which the amount of labor required to 
produce imports donestically was over 100,000 
work-years. However, this industry had a net 
trade-related labor surplus of 216,000 work- 
years, reflecting the sector's trade surplus. 
Apparently all imports in this sector, in 1982, 
were office machines: typewriters, duplicating 
machines, weighing machines and scales, and 
calculators. These products are generally sim- 
pler and require fewer skills of the entire work 
force than electronic computing equipment, 
which showed a significant trade surplus. In 
electronic computing equipment, the ratio of 
production to total employment was 38 per- 
cent; in office machines, 51 percent. It is clear 
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that this sector, like others, fits the pattern of 
exporting products which are more skill-inten- 
sive than imports. 

On balance, therefore, as trade increases, the 
demand for skilled workers in the United States 



is expected to increase, while the demand fo: 
less skilled workers will decrease. Displace- 
ment will hit hardest at the unskilled workers 
in manufacturing* 



RESPONSES TO INTERNATIONAL COMPETITION 



Loss of export markets and increasing im- 
ports are among the symptoms of declining 
competitive ability of U.S. firms. Losses of com- 
petitive ability occur for many reasons, includ- 
ing failure to modernize plant and equipment, 
poor management leading to inefficient pro- 
duction, competition from low-wage countries, 
U.S. trade restrictions, foreign government pol- 
icies which favor domestic firms or limit im- 
ports, and overvaluation of the dollar. Some 
losses of competitiveness may be for reasons 
entirely outside the control of individual in- 
dustries— e.g., increasing comparative advan- 
tage in other sectors of the U.S. economy and 
rising competitivenui. > overseas. No matter 
what the cause of slipping competitiveness, 
however, efforts of firms to respond commonly 
cost some jobs, or at least slow the rate of em- 
ployment growth. 

Firms can respond to stiffer competition- 
domestic or international— in a variety of ways, 
many of which are aimed at reducing costs. 
Many firms automate— particularly when they 
face competition based largely on *ow foreign 
wage rates. To improve competitiveness, the 
firm usually has to raise productivity, and the 
method often chosen is to improve process 
technology. Changing product technologies- 
improving product function and specifications, 
improving quality and reliability— is also an im- 
portant part of a strategy to improve produc- 
tivity and regain competitiveness; many firms 
upgrade both process and product technol- 
ogies. Yet despite their importance, the employ- 
ment effects of product improvement and in- 
novation are hard to assess; it is difficult to 
predict whether improved product technologies 
will increase markets enough to stimulate em- 
ployment. Improved process technologies, on 



the other hand, have a predictable, negative ef- 
fect on job opportunities. If firms succeed in 
raising productivity, fewer American workers 
are needed to make the same output as before. 
If the displaced workers can be reemployed 
elsewhere, the effect of the productivity in- 
crease is positive for the economy; moreover, 
process innovation can enable producers to sell 
at lower prices, increasing demand. In some 
cases, increased consumption is enough to 
maintain or increase employment, even with 
productivity improvement. In other cases, it is 
not. 

Another strategy to regain competitiveness 
is to reorganize production on a global scale, 
relocating production of labor-intensive oper- 
ations in low-wage nations while maintaining 
operations that are capital-intensive (including 
both human and physical capital) in the United 
States. Still another strategy is protection from 
imports. Many industries have lobbied for pro- 
tection, and some have gotten it. If firms make 
no response to competition, or make unsuc- 
cessful responses, they may eventually go out 
of business. Successful responses often involve 
job losses too, through increased productivity 
or location of some jobs offshore to lower costs. 
However, in the long run, successful responses 
preserve more jobs than unsuccessful ones, and 
may provide the basis for generating new jobs 
in the future. 

The responses described above, and their em- 
ployment effects, are normal occurrences in 
any dynamic, relatively open economy like that 
of the United States. However, with trade be- 
coming increasingly important to the economy 
and international competition becoming in- 
tense, the decisions that firms make to improve 
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their competitive ability have increasingly pro- 
found effects on employment. The employment 
effects of the various responses do differ, and 
so, as a result, do the interests of policymakers 
concerned about the employment effects of in- 
ternational trade. 

Improved Technology as a Response to 
International Competition 

Improving process technology has several 
aims: to raise worker productivity to maintain 
high wages in industries faced with low-wage 
competition; to improve product performance 
and reliability; and to lower production costs. 
While automation has not always succeeded 
in achieving all those ends, a number of indus- 
tries have chosen the high technology option, 
often in combination with other strategies, and 
some have come up winners. In other cases, 
automation efforts have raised productivity, 
but not enough to offset the advantage of pro- 
ducers in low-wage countries. Often, improved 
technology cannot alone support the v/ages of 
American workers, some of which are high 
only in comparison with developing and Third 
World wages, but quite low by U.S. standards. 

The following sections explore the effects of 
improved technology on employment in four 
industries: textiles, televisions, automobiles, 
and apparel. These case studies help to illus- 
trate how changing technology can reduce em- 
ployment as well as preserve some jobs, and 
the limitations of technological change alone 
in maintaining competitiveness. 

Automation in the Textile Industry 

Investment in new capital equipment is a 
strategy the textile industry has used to respond 
to increasing pressure from imports. The tex- 
tile industry is labor-intensive, and employs a 
high proportion of unskilled workers relative 
to all manufacturing. Most Ci" its production 
technologies are standardized, and require 
relatively low capital investments. Thus the in- 
dustry is a logical choice for industrializing 
countries with abunda it low-skilled labor and 



limited capital. 33 The effect of competition from 
producers in low-wage countries is apparent: 
between 1972 and 1984, textile imports rose 
from $1.3 billion to nearly $3.8 billion, or 192 
percent, while U.S. industry shipments in- 
creased more slowly, from $28.1 billion to 
$57.8 billion, or 106 percent. 34 The increase in 
textile imports has occurred despite import 
limits negotiated in a series of agreements with 
foreign producers. These began in in 1957 with 
a 5-year agreement limiting Japanese exports 
of cotton textile products to the United States, 
and culminated in the Multifiber Arrangement 
first negotiated in 1974. 35 Even with this pro- 
tection, the textile industry has had to adopt 
a number of strategies to improve its competi- 
tive position. Both technological innovation 
and shifts of production to higher value-added 
products have been important strategies. 36 

The textile industry is rapidly moving towards 
greater capital intensiveness, particularly in 
sectors like manmade fibers, cotton weaving 
mills, and manmade fiber weaving mills; cap- 
ital expenditures in these sectors increased at 
compound rates of over 10 percent per year be- 
tween 1972 and 1982. 37 The investments have 
paid off in productivity growth. In the textile 
industry as a whole, labor productivity rose at 
5.2 percent per year between 1974 and 1982, 
a greater rate of increase than in any other in- 
dustry (manufacturing and nonmanufacturing) 
except electrical and electronic manufactur- 



"Stanley Nehmer and Mark W. Love, "Textiles and Apparel: 
A Negotiated Approach to International Competition," i/.S. 
Competitiveness in the World Econowy, Bruce R. Scott and Ge- 
orge C Lodge (eds.) (Boston, MA: Harvard Business School 
Press, 1985), p. 238. 

"U.S. Department of Commerce, International Trade Admin- 
istration, 1985 U.S. Industrial Outlook Prospects for Over 350 
Manufacturing and Service Industries (Washington, DC), pp. 44-1 
to 44-9. 

"Discussion of protection in the textile industry can be found 
in Nehmer and Love, op. cit., pp. 239-244; and Vinod K. Ag- 
garwal, with Stephen Haggard, "The Politics of Protection in 
the U.S. Textile and Apparel Industries," American Industry 
in International Competition, John Zysman and Laura Tyson 
(eds.j (Ithaca and London: Cornell University Press. 1983), pp. 
249-312. 

"Aggarwal and Haggard, op. cit., p. 252. 

"1985 Industrial Outlook, op. cit., pp. 44-8 to 44-12. 
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ing. 39 U.S. production of manmade fiber and 
yarn, in particular, is internationally competi- 
tive, and its share of textile output has risen. 

While rising capital intensity has helped 
parts of the textile industry to remain competi- 
tive, it has had the predictable effect on the la- 
bor force in aa industry where the dollar value 
of output, adjusted for inflation, has been 
nearly flat for a decade. Jn manmade fibers, to- 
tal employment dropped by 30,600, or 32 per- 
cent, between 1972 and 1984; the number of 
production workers has fallen from 72,800 to 
47,900, or 34 percent. Employment in the 
textile industry as a whole dropped by over 
200,000 during the same period, and produc- 
tion employment fell from nearly 88 percent 
of the work force to 86.8 percent— not a dra- 
matic drop by any means, but indicative of fu- 
ture trends. The long-term employment tre id 
in the textile industry is downward. 39 The tech- 
nological changes which help the competitive 
position of the textile industry— aimed at re- 
ducing the number of steps involved in manu- 
facturing and reducing the amount of labor 
needed— are making inroads into production 
jobs. If the textile industry continues to respond 
as it has to competitive pressures, fewer work- 
ers will be needed, and more of them will be 
skilled. 40 

Technological Developments in 
Television Manufacture 

Like the textile industry, the television indus- 
try has faced intensifying foreign competition 
and rising imports. By the mid-1960s, Japanese 
competition in U.S. monochrome (black-and- 



"Edward Rappaport, "The Textile and Apparel Industries: 
Economic Status and Institutional Environment," Congressional 
Research Service report, mimeo, Mar. 13, 1985, p. CRS-7. 

"Figures on textile industry employment are taken from the 
1985 U.S. Industrial Outlook, op. cit, pp. 44-1 to 44-12, rather 
than the Bureau of Labor Statistics, which does not report sep- 
arate figures for employment in both sectors of manmade fiber 
production, SIC 2823 and 2824. These manmade fiber sectors 
are in SIC 28, Chemicals and Allied Products, rather than in SIC 
23, Textiles, but are usually included as pert of the textile in- 
dustry. 

"Lukas Michel, G.A. Berkstressor III, and N.A. Williamson, 
Technology for the Textiles and Apparel Manufacture in the 
U.S. t contractor report submitted to the Office of Technology 
Assessment, School of Textiles, North Carolina State Univer- 
sity, August 1984, p. 241. 



white) television markets was well-established. 
Using technologies licensed from U.S. firms, 
the Japanese developed lightweight, small 
monochrome television sets for export, and 
export they did. Between 1961 and 1966, the 
Japanese share of the U.S. monochrome TV 
market moved from practically nothing to 11 
percent. 41 By 1982, import penetration of black- 
and-white televisions in the U.S. market had 
grown to 67.9 percent, and American mono- 
chrome TV producers could compete only in 
very narrow market segments. 42 

In the 1960s and 1970s, American consumers 
were shifting rapidly from monochrome to 
color television sets, and so were Japanese 
manufacturers. Color television imports, par- 
ticularly from Japan, expanded rapidly in the 
late 1960s and early 1970s. By 1976, imports 
had captured nearly 36 percent of the U.S. mar- 
ket by volume (19 percent by value). The trend 
toward increasing import penetration reversed 
between 1976 and 1982, when imports of color 
televisions went from 36 percent of U.S. sales 
to only 19 percent, in numbers of units, and 
from 19 to nearly 13 percent by value. The 
difference between import penetration in 1976 
and in 1982 is a direct result of U.S. trade pol- 
icy. In response to a series of complaints by 
U.S. manufacturers, beginning in 1968, an im- 
port quota (termed an Orderly Marketing Ar- 
rangement, or OMA) was negotiated with Ja- 
pan, and later extended to South Korea and 
Taiwan. After the OMA was adopted, imports 
dropped by more than half. The OMA with Ja- 
pan was lifted in June, 1980, and the OMA with 
Korea and Taiwan expired in 1982. Since then, 
imports have climbed, although import pene- 
tration has not yet reached 1976 levels. 

One major factor in the success of Japanese 
TVs in the American market was advanced 
technology. The Japanese, in order to penetrate 
the American market, relied on technical de- 
velopment to help overcome the lingering repu- 
tation of Japanese-made goods for poor qual- 



41 )ames E. Millstefn, "Decline in an Expanding Industry: Jap- 
anese Competition in Color Television," American Industry in 
Internationa! Competition, op. cit., p. 113. 

42 U.S. Congress, Office of Technology Assessment, Interna- 
tional Competitiveness in Electronics, op. cit., p. 112. 
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ity. With government assistance, the Japanese 
developed solid-state television designs, and 
new technologies for stereo sound in televi- 
sions. 43 Japanese manufacturers also concen- 
trated on automating their production proc- 
esses to achieve economies of scale. 44 

The pressures created by imports, and the 
lower production costs of Japanese television 
sets, forced American manufacturers to re- 
spond. This response took several forms: as 
noted above, the industry sought and received 
protection; some manufacturers moved pro- 
duction offshore, and many responded by au- 
tomating production, reducing parts counts, 
and shifting to solid-staic designs to lower pro- 
duction costs and improve quality and relia- 
bility. 45 As in the textile industry, labor produc- 
tivity rose. Apparent productivity increased 
from 150 color television sets per worker in 
1971 to 560 in 1981. Between 1968 and 1981, 
employment in U.S. television manufacture 
dropped by more than half, due to the com- 
bined effects of increased productivity, off- 
shore manufacture, and imports. 46 

The experience of the television industry ex- 
emplifies the trade-offs involved in strategic re- 
sponses to international competition. In 1974, 
Quasar's TV operation was bought by Mat- 
sushita, a Japanese company. Matsushita made 
significant changes in Quasar: it automated 
production processes, reorganized work on the 
shop floor to emphasize quality control and em- 
ployee participation, and moved some manu- 
facturing operations to Mexico. While these ac- 
tions cut into American job opportunities in 
Quasar, they did save the company, whose sur- 
vival was by no means assured. As a result, sev- 
eral thousand U.S. jobs were saved. 47 

Automation in Motor Vehicles 

The textile and television industries are ex- 
amples of industries in which many firms have 



"Ibid., n. 181. 
"Millstein, op. cit., p. 120. 

«U.S. Congress, Office of Technology Assessment, Interna- 
tionaJ Competitiveness in Electronics, op. cit., pp. 184-5. 
"Alic and Harris, op. cit., p. 12. 

47 This paragraph depends heavily on Alic and Harris, op. cit , 
p. 12. 



made strategic responses to competition dur- 
ing the last decade or two. The U.S. motor ve- 
hicle industry is currently trying to adapt to 
the same kinds of pressures. If the motor ve- 
hicle industry is successful in regaining com- 
petitiveness in some product lines, it will prob- 
ably face a long period of gradually declining 
employment; if unsuccessful, and imports rise 
as rapidly as they did in the late 1970s, many 
more jobs will be lost. 

Between 1972 and 1984, motor vehicle im- 
ports rose from less than 20 percent of domes- 
tic sales to nearly 29 percent (estimated). 43 
Nearly four-fifths of all imported passenger 
cars came from Japan, and 98 percent of the 
imported trucks. Put another way, Japanese 
cars accounted for over 2C percent of all cars 
sold in the United States in 1983, while all im- 
ports amounted to 26 percent. Imported trucks 
accounted for 14.8 percent of all U.S. truck 
sales. 49 In 1986, import penetntion in automo- 
biles is expected to hit nearly 35 percent. 50 

As in the television industry, Japanese auto- 
makers based their advantage on carefully se- 
lecting a market niche— originally, subcompact 
automobiles— and developing superior prod- 
ucts, by automating production, by developing 
effective marketing and distribution channels, 
and by expanding into other market segments. 
For several years, Japanese automakers have 
been able to produce equivalent cars more effi- 
ciently and with less labor than American man- 
ufacturers. This difference is referred to as the 
Manufacturing Cost Difference (MCD), and it 
is estimated to have grown from $1,500 to 
.,2,000 per car in 1879-80 to $2,000 to $2,600 
in 1985. 51 Part of the difference— about $500— is 
probably due to the strength of the dollar 
against the Japanese yen, but most is due to 



♦•Figures cited in Robert Scott, "Motor Vehicles," contract re- 
port to the Office of Technology Assessment, Apr. 29, 1985, p. 13. 

"U.S. Department of Commerce, The U.S. Automobile Indus- 
try, 1983 Report to the Congress from the Secretary of Com- 
merce, December 1984. Pp. 7, 13. 

^Personal communication with John Hartmann, Automotive 
Industry Analyst, International Trade Administration, Sept. 19, 
1985. 

"Scott, op. cit., pp. 2-3; and John Hartmann, Automotive In- 
dustry Analyst, International Trade Administration, personal 
communication, Sept. 20, 1985. 
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differences in unit labor costs, which includes 
differences in productivity as well as wages 
and salaries for white- and blue-collar workers. 

The U.S. motor vehicle industry has chosen 
several strategies to respond to the competitive 
pressure: increased offshore manufacture of 
vehicles, parts and subassemblies; efforts to re- 
organize shopfloor operations and increase em- 
ployee involvement; asking for (and getting) 
trade protection; establishing joint ventures 
with foreign producers; reducing labor costs; 
putting greater pressure on suppliers to cut 
costs; redesigning products; and automating 
domestic manfuacturing. 

Capital investment in the auto industry is un- 
precedently high. Between 1978 and 1985, the 
Li.S. automakerc invested $84 billion world- 
wide in plant, equipment, and special tools (ex- 
cluding design); from 1970 to 1977, investment 
was $32 billion. Most of this investment— it is 
not possible to tell exactly how much— has 
been in the United States. 52 In the next 5 years, 
the industry is planning to invest an additional 
$100 billion in plant, equipment, special tools, 
and design worldwide. 53 A major thrust of this 
investment is automation: such things as in- 
creased use of computer control in vehicle de- 
sign and development, production, and testing, 
increasing the use of robots, and other forms 
of assembly automation. General Motors, for 
example, recently acquired Electronic Data 
Systems (EDS), shifted its own data process- 
ing people to EDS, and put EDS to work stream- 
lining and improving GM's data-processing 
systems. 54 These changes have not yet shown 
significant results in worker productivity (fig- 
ure 9-5). The number of vehicles produced per 
employee in U.S. auto assembly peaked in 
1977, at nearly 37 units per worker, and fell to 
only 29 units per worker by 1979; in 1984, the 
figure was 35.2 units. 55 Part of the reason for 
the decline in apparent productivity in the late 
1970s was the increase in the complexity of the 
average vehicle, as well as loss of much of the 



"Hartmann, op. cit.; and Kerry Lanham. International Trade 
Administration,, personal communication, Sept. 19, 1985. 
"Ibid. 

"Michael Brody,, 44 Can GM Manage It All?" Fortune, July 8, 
1985, pp. 22-25. 
"Scott, op. cit., p. 16. 



Figure 9-5.— Apparent Labor Productivity in 
U.S. Motor Vehicle Assembly: 1972-84 (SIC 3711) 




1972 1974 ^76 1978 1980 1982 
Year 

SOURCE Robert Scott, "Motor Vehicles." contractor report prepared for the 
Office of Technology Assessment, April 1965, p 16. 



bottom end of the market— compacts and sub- 
compacts —where vehicles are simpler. Much 
of the improvement in productivity between 
1980 and 1984 was due to increasing capacity 
utilization rather than technological improve- 
ment. Technological advance probably was a 
factor in raising productivity in automotive 
parts and stampings, however, as parts manu- 
facturers shifted to numerically controlled and 
computer numerically controlled machine 
tools. 56 The investments the auto industry has 
made are expected to raise productivity in the 
future by around 5 percent per year, while do- 
mestic production and sales probably will ex- 
pand more modestly. Employment in automo- 
biles peaked in 1979, at over 1 million workers. 
By 1982, due tc the combined effects of reces- 
sion and foreign competition, auto employ- 
ment had fallen below 700,000. Employment 
has recovered to 865,000 by October 1985 
(seasonally adjusted), but will likely remain sub- 
stantially below its peak in the late 1970s, and 
probably will continue a long-term, gradual 
decline. 

The employment decline will affect different 
workers differently. Increased use of auto- 
mated equipment has already increased the 
proportion of skilled workers relative to pro- 
duction workers in automobile assembly from 
1:5 in 1978 to 1:4 in 1984, a trend which is likely 
to continue. 57 



"Ibid., p. 17. 
"Ibid., p. 40. 
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Automation in the Apparel Industry 

The apparel industry is one of the most labor- 
intensive in all manufacturing. Moreover, 
nearly 85 percent of its work force consists of 
production workers. Of the total labor force in 
apparel (SIC 23), over 40 percent are sewing 
machine operators— a job which can be learned 
quickly. Partly because of low skill require- 
ments, and partly because of intense competi- 
tion in the industry, apparel workers' wages 
are very low: in 1984, production workers in 
apparel made just $5.55 per hour, compared 
to $9.18 in all manufacturing The work force 
in the apparel industry is over 80 percent fe- 
male, nearly 20 percent minority, and relatively 
uneducated. In 1975, one-third of all people in 
the apparel industry had not completed the 
ninth grade. 58 

Capital requirements in the apparel industry 
are also low relative to other manufacturing. 
In 1979, the capital stock per hour worked in 
the apparel industry was $2.98, compared to 
an average of $16.28 in other manufacturing 
industries. 59 

This is the kind of industry most vulnerable 
to foreign competition. Low capital require- 
ments and heavy reliance on low-skill work- 
ers gives poorer countries a distinct cost advan- 
tage over American producers. Apparel wages, 
by U.S. standards, are not at all generous, and 
have declined by 16 percent between 1968 and 
1982 in real terms. However, unskilled work- 
ers making over $b per hour in the United 
States still look expensive compared to work- 
ers in Southeast Asia, Latin America, and other 
developing and Third World countries (table 
9-4). Productivity differences only partially re- 
duce the gap between the U.S. and low-wage 
producers; the American Apparel Manufac- 
turers Association estimates that U.S. pro- 
ductivity is generally 35 to 100 percent greater 
than that of workers in less developed coun- 
tries, while wage differentials are often much 
greater. 60 

"Figures cited in Parsons, op. cit.. p. 6. 

M U.S. Department of Commerce, Bureau of the Census, Sta- 
tistical Abstract of the United States: 1984 (Washington. DC: U.S. 
Government Printing Office, December 1983), pp. 542-543. 
Figures are in 1972 dollars. 

•°Parsons, op. cit., p. 26. 



Table 9-4.— Apparel Industry Wage Rates in 
Selected Countries, 1982 



Hourly Wage + 

Country wage fringe Index 

United States 5.20 6.50 100 

riong Kong 1.80 2.05 32 

Taiwan 1.50 1.75 27 

Korea 1.00 1.25 19 

Singapore 0.90 1.35 21 

Philippines 0.40 0.50 8 

China 0.20 0.30 5 

Jamaica 0.75 0.95 15 

Costa Rica 0.60 0.80 12 

Haiti 0.30 0.40 6 

Mexico NA 1.68 26 

Portugal 1.20 1.50 23 

Egypt 0.40 0.55 8 



NA— Not available or applicable'? 

SOURCE Carol Parsons, "The Employment Effects of International Trade In the 
Apparel Industry," contractor report prepared for the Office of Tech- 
nology Assessment. 

Apparel makers have responded to the in- 
crease in foreign competition by keeping up the 
pressure for protection, moving production to 
low-wage nations, shifting to product lines in 
which the foreign advantage is least, 61 and, to 
some extent, automating. However, compared 
with the other industries considered above- 
textiles, motor vehicles, and televisions— auto- 
mation in apparel manufacture is not likely to 
make as much difference in the competitive po- 
sition of U.S. manufacturers. It would require 
a very substantial labor-saving technical break- 
through to offset the large labor cost advan- 
tages of foreign producers. While research 
aimed at such a breakthrough is underway in 
the United States, the Japanese have invested 
much more, leaving the likelihood that the 
United States will capture the advantages of 
new automation open to doubt. Also, if auto- 
mated equipment is to confer a great advan- 
tage on the United States —enough to offset the 
advantages low-wage countries now hold— it 
would have to greatly raise labor productivity 
and either require skilled people to operate it, 

"For example, many types of outerwear, such as women's 
dresses, are very sensitive to fashion changes, and the advan- 
tage in these markets otten goes to the producer who can get 
a new line of clothing to retail outlets most quickly. In this case, 
foreign producers may be at something of a disadvantage; while 
veroal communication between fashion centers like New York 
and production locations like Southeast Asia is very rapid, it 
may take somewhat longer to transfer information on the type 
and weight of fabric, color,, and design details which is more 
difficult to do verbally. 
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or require a large capital investment which 
poorer countries could not afford. 

So far, technology has done little to offset the 
differences in labor costs (wage rates weighted 
by productivity) between the United States and 
low-wage countries. In the 1960s, new technol- 
ogies for synthetic fibers, developed in the 
United States, lowered material prices and 
gave the U.S. apparel industry a short period 
of competitive advantage. Synthetic fiber pro* 
duction, however, was adopted fairly rapidly 
in low-wage countries, and perversely, the 
lower prices of manmade fibers accentuated 
international differences in labor costs, further 
eroding the competitive position of the Amer- 
ican apparel industry. 62 Automation in stages 
of apparel production other than sewing- 
pattern grading or cutting; fabric cutting, i?nd 
fabric marking— have helped to raise produc- 
tivity, but all these activities apply to produc- 
tion processes which account for less than 5 
percent of total labor costs. 

While some promising technologies are on 
the horizon, apparel making will remain rela- 
tively labor-intensive for the foreseeable future. 
New technologies include computer-aided de- 
sign of garments and patterns; improved pro- 
grammable cutting equipment; computer-con- 
trolled handling of work in process; computer 
networks between suppliers, manufacturers, 
and retailers; automated sewing; and auto- 
mated packaging. Some technological changes 
have been made; in the late 1960s, the auto- 
matic sewing machine (or numerically con- 
trolled sewing machine) increased sewing 
speeds and improved the uniformity of sew- 
ing—and thereby improved the quality of the 
product. These machines made it possible to 
reduce significant amounts of labor in some 
operations— e.g., automatic inside sewing of 
shirt collars reduces labor by 64 percent— but 
these machines could handle only certain rela- 
tively simple sewing operations. Moreover, 
they are dedicated equipment, which cannot 
be adapted for new tasks. For these reasons, 
automatic sewing machines are used for a mi- 
nor share of sewing in the U.S. apparel indus- 



"Parsons, op. cit., pp. 9*10. 



try, and the industry has remained very labor- 
intensive. To date, none of the technological 
improvements made in the apparel industry 
have reduced labor intensity enough to over- 
come the advantage of the low-wage producers. 

Although a major new effort is underway in 
the United States to produce a new machine 
which will automatically load, fold, and sew 
limp fabric, the effort is not very well-funded 
compared with a Japanese effort with the same 
objective. The project is taking place at Draper 
Laboratories in Massachusetts, supported by 
the Textile and Clothmg Technology Corp. 
(TC 2 ). Corporation members include many tex- 
tile and clothing firms,* 3 the Amalgamated 
Clothing and Textile Workers Union, and the 
Department of Commerce. With about $2 mil- 
lion funding from TC 2 since 1981, Draper has 
produced a machine which has shown some 
promise in a field test. 

Whether this machine, or future develop- 
ments like it, will be successful in boosting the 
competitiveness of much of the U.S. apparel 
industry is uncertain. A major question about 
the eventual impact of TC 2 arises because of 
its relatively low level of funding ($2 million 
dollars over 3 years). In comparison, Levi 
Strauss invested $5.5 million in research and 
development in 1933 to produce innovations 
which automated the sewing of belt loops and 
the bottoms of blue jeans legs. This strategy 
was not effective for Levi Strauss, not because 
of any failure of technology, but because the 
demand for blue jeans faded. 04 The Draper 
project is also underfunded compared with an 
effort mounted by the Technology Research 
Association of Automated Sewing of the Japa- 
nese Ministry of International Trade & Indus- 
try (MITI). This project— a Japanese version of 
TC 2 — was begun in 1983; its mission, similar 
to that of Draper's, is to automate apparel man* 
ufacture, particularly for small production 
quantities. The MITI effort is planned to last 
until 1989 and has a commitment of $40 to $60 
million behind it. 



•'These firms include Hart Schaffner and Marx, Genesco, 
Burlington Menswear, Du Pont, I. P. Stevens, and Surgikos Divi- 
son of Johnson & Johnson. 

"Parsons, op. cit., p. 54. 
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Past innovations in the apparel industry have 
shown no particular attachment to the United 
States. In many industries, automation im- 
proves the competitive position of American 
producers, either because it increases the need 
for skilled operators, maintenance people, tech- 
nicians and professionals in manufacturing 
processes, or because the capita! investment 
required for efficient production is prohibi- 
tively high for poorer nations. So far, innova- 
tions in the apparel industry have done neither. 
Numerically controlled sewing machines are 
now used offshore, and the spread of this and 
other technologies has helped to reduce the 
difference between U.S. and Third World pro- 
ductivity in apparel. 65 

Whatever the success of the effort to auto- 
mate apparel manufacture, the long-term out- 
look for apparel employment is for further 
gradual decline at best. With increasing import 
pressure, and only slowly growing demand, the 
prospects for anything but employment decline 
in the long term are dim. 

Reorganizing Production on a Global Scale: 
Manufacturing Offshore 

Another major strategy adopted by firms fac- 
ing stiffer international competition is to re- 
duce costs by seeking low-cost areas for pro- 
duction. For many companies, this has meant 
reorganizing production on a regional or global 
scale, locating production facilities in areas 
which offer the best chances of sustaining pro- 
duction cost advantages. Locating manufactur- 
ing facilities abroad to penetrate foreign mar- 
kets is nothing new; according to one source, 
Samuel Colt located Colt's Repeating Arms 
Manufactory in London in 1852. M By 1914, 
U.S. companies had $478 million worth of in- 
vestment in foreign manufacturing, mostly in 
Europe and Canada/ What distinguishes past 
overseas investment i manufacturing from to- 



xoid, pp. 50-51. 

••Tadakatsu Inoue, "A Comparison of the Emergence of Mul- 
tinational Manufacturing by U.S., European, and Japanese 
Firms/* in Akio Okochi and Tadakatsu Inoue (eds.), Overseas 
Business Activities, Proceedings of the Fuji Conference (Japan: 
University of Tokyo Press, 1984), p. 15. 

,7 Tadaka(su Inoue. op. cit., p. 3. 



day's is the motive: in the past, investments 
were usually made in order to penetrate for- 
eign markets where exporting would have been 
difficult, or in order io take advantage of cer- 
tain natural resources (e.g., tropical hard- 
woods) which were unavailable in the United 
States. While these motives are still important 
reasons for overseas investment, a major rea- 
son, increasingly, is to supply the U.S. market 
more cheaply. Manufacturing in foreign loca- 
tions for export either to the home country— 
in this case, the United States— or to third- 
country markets is a relatively new feature in 
the landscape of U.S. foreign investment, emerg- 
ing as a major strategy as late as the 1960s. 68 
Moreover, in some sectors, contracting with 
foreign firms to supply all or part of products 
designed for the home market is becoming a 
more common strategy for survival and com- 
petitiveness. 

One form of offshore assembly, termed out- 
ward processing, works as follows. U.S. pro- 
ducers make part of a product, and then ship 
it, in unfinished form, to a foreign plant for ad- 
ditional work. The product is then re-imported 
into the United States for sale or further proc- 
essing, with tariffs levied only on the foreign 
value-added. This kind of import is often termed 
an 806/807 import, after items 806.30 and 
807.00 in the Tariff Schedule of the United 
States (TSUS) which permits the activity. 69 Be- 
tween 1966 and 1983, 806/807 imports increased 
in total value 20 percent per year, from $953 
million to over $21 billion (figure 9-6). The for- 
eign value-added increased slightly less rapidly, 
at 19 percent per year. In 1966, the vast ma- 
jority— 94 percent— of these imports were from 
developed countries like West Germany and 
Canada. Since then, the newly industrializing 
countries have increased their shares of 806/ 
807 imports rapidly. From 1977 to 1983, the 
share of 806/ 807 imports coming from devel- 
oped countries accounted for 55 to 57 percent 



"Joseph Grunwald and Kenneth Flamm, The Global Factory: 
Foreign Assembly in International Trade (Washington, DC: The 
Brookings Institution. 1985), p. 3. 

"Item 806.30 includes only metal items which have been man- 
ufactured or processed in the United States, exported for for- 
eign processing, and returned. Item 807.00 includes everything 
else. 
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Figure 9-6.— U.S. Imports Under Items 806/807 
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807 OC c' the Tar" ScneoUes of the Ur>*„j States, 1960-63 April .985, 
p 100 

of the total. Figure 9-7 also illustrates the in- 
creasing importance of production in newly in- 
dustrializing countries such as Malaysia, Sin- 
gapore, and Mexico in 807 imports. Japan has 
rapidly taken a greater share of 807 imports 
into the United States, replacing West Ger- 
many as the largest source. 70 Motor vehicles 
predominate among the products imported un- 
der TSUS 807, accounting for 62 percent of to- 
tal 807 imports. Other products making up a 
significant share include semiconductors and 
parts, televisions and parts, office machines, 
and apparel. 

The prime reason for foreign assembly of 
products meant for home or third country mar- 
kets is to save on labor costs, especially in pro- 
duction processes that do not require high pro- 
portions of skilled labor. In some offshore 
locations, lower productivity accompanies the 
lower labor costs, which partly offsets the ef- 
fect of lower wages; but often the wage dif- 
ferentials are great enough to make up for 
lower productivity. Moreover, for some oper- 
ations in some locations, productivity may be 
greater than in the United States. 

Changing the location of production within 
the United States to find lower labor costs is 
not a new strategy; leaving the country to re- 

"Figures cited in this paragraph are from U.S. International 
traHp Commission. Imports Under Items 606.30 and 607.00 of 
the Tariff Schedules of the United SUtes. 1960-63. USITC Pub- 
lication 1688. April 1985. pp 15-29 



Figure 9-7.— Principal Sources of Imports 
Under Item 807, 1970 and 1983 
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607 00 of the Tariff Schedules of the United States, 1980-83, April 1985, 
p 23 

duce labor costs is a newer development. In 
the United States, for example, textile produc 
ers migrated to the South from the industrial 
Northeast to find lower wages and non-union 
labor. Even in service industries, where "pro- 
duction" is often physically inseparable from 
consumption, automation has made it possible 
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to shift certain operations to lower wage areas 
to save on labor costs. For example, a Califor- 
nia insurance company, in the process of au- 
tomating claims processing, shifted this job 
from a unionized city office to more rural, non- 
unionized areas of California, where costs, 
especially wages, were lower. Modern telecom- 
munications made the shift possible. 

U.S. producers are by no means the only 
ones engaged in international reorganization 
of production. As the Japanese economy pros- 
pered, productivity and wage rates rose, mak- 
ing Japan a high-cost producer relative to much 
of the rest of Asia in many labor-intensive proc- 
esses. In response, the Japanese, too, have 
transferred some manufacturing operations to 
lower wage countries: in 1978, three of Japan's 
largest firms had assembly operations in Mex- 
ico. Interest in Mexican assembly operations 
in a variety of industries on the part of many 
industrialized nations, including many Euro- 
pean nations, is growing. 71 

In some cases, American companies— for ex- 
ample, automakers and semiconductor manu- 
facturers —have invested in offshore facilities 
and obtained majority or minority interests. In 
others, American producers contract with 
foreign manufacturers for low-cost products 
which are then marketed under the label of the 
U.S. company. Automakers and apparel man- 
ufacturers have both used this strategy. 

There is no question that offshore assembly 
and manufacturing of products for home or ex- 
port markets cost American jobs, although 
there is not a one-for-one correspondence be- 
tween the number oi jobs in offshore opera- 
tions and the number of jobs lost in the United 
States. Since it is the operations which involve 
the greatest reliance on low-skill labor which 
are most likely to go offshore, the workers most 
vulnerable in strategic decisions to move pro- 
duction offs T ore are— like workers affected 
both by changing process technology and in- 
creased imports— less skilled production work- 
ers in manufacturing. 



"Grunwald and Flamm, op. cit., p. 151. 



Like other strategic responses to increased 
international competition, however, the deci- 
sion to move some operations offshore or con- 
tract with lower cost foreign producers can 
save more U.S. jobs than going out of business 
altogether, but only if offshore production is 
effective at improving competitiveness. 72 In the 
earlier example of Matsushita's acquisition of 
Quasar, one of the several interconnected strat- 
egies was to move some operations to Mexico. 
This move was probably instrumental in Qua- 
sar's survival, and the preservation of many 
jobs in Quasar's U.S. operations. Offshore pro- 
duction is an important part of a long-term 
competitive strategy for American producers 
in a widening variety of industries. To the ex- 
tent that any strategy is successful in improving 
competitiveness, there will be more jobs for 
Americans than if firms and industries wither. 

Offshore Production in Semiconductors 

The semiconductor industry is a quintessen- 
tially high-technology industry, on which many 
hopes for future growth and innovation rest. 
Overall, the industry employed over 280,000 
Americans in May 1985. It has been one of the 
fastest growing manufacturing industries in the 
United States. While it experienced a cyclical 
slump in late 1984 and 1985, its long-term 
growth prospects are solid; demand for semi- 
conductor devices is expected to grow at 19 
percent per year through 1990. 73 

While its prospects are good, the semicon- 
ductor industry has been hurt by the high value 
of the dollar and the current downturn in the 



"Not all countries are good sites for offshore production fa- 
cilities; many operations cannot be moved offshore to save 
money. In general, only operations which rely mostly on un- 
skilled labor are good candidates, and even then, productivity 
is so much lower in some countries that even very low wages 
cannot make up for it. 

"The 19 percent figure includes expected annual growth of 
20 percent per year for the worldwide merchant semiconduc- 
tor market and 15 percent per year in captive semiconductor 
production. Merchant production includes semiconductors that 
are made and sold as inputs to other firms which produce equip- 
ment— e.g., computers, office equipment, and appliances— which 
incorporate semiconductors. Captive production refers to semi- 
conductors which are made for in-house use. Source: Carol Par- 
sons and Jay Stowsky, 'The Effects of International Trade on 
Employment in the Semiconductor Industry," contract report 
for the Office of Technology Assessment, May 17, 1985, p. 3. 
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market for semiconductors. The current weak- 
ness is probably temporary, however, as growth 
in telecommunications and computer markets 
boost demand for semiconductors. The trade 
balance in semiconductors, historically a sur- 
plus, became a deficit in 1982, largely because 
of offshore production. 74 

Besides providing rapidly growing employ- 
ment at home, the semiconductor industry also 
pioneered the movement of assembly overseas. 
Because of its youth, compared to older in- 
dustries like motor vehicles, textiles, and ap- 
parel, many of the semiconductor industry's 
products mature fairly quickly, and competi- 
tion from foreign producers is well-established. 
However, it was intense domestic competition 
that initially caused U.S. producers to move 
labor-intensive operations offshore. The move 
began in 1964 with the establishment of a plant 
in Hong Kong by Fairchild. By the end of the 
1960s, over 50 foreign semiconductor manu- 
facturing plants had been established, mostly 
in low-wage Asian nations like Hong Kong, 
Taiwan, Singapore, and Korea. 

Since then, imports of semiconductors— in- 
cluding 806/807 imports from foreign affili- 
ates—have expanded even more rapidly than 
U.S. production (figure 9-8). Between 1969 and 
1984, U.S. shipments of semiconductors grew 
17.5 percent annually, while imports rose by 
over 30 percent per year. The portion of im- 
ports under TSUS 806/807 went up by 27.7 
percent annually. 75 By 1984, including 807 im- 
ports, the value of the foreign content of 807 
imports totaled 28 percent of U.S. shipments. 
All semiconductor imports, including 807 im- 
ports, totaled 44 percent of U.S. shipments. 
About 50 percent of all merchant semicon- 
ductors in the U.S. market come from 806/807 
imports, mostly from Southeast Asian coun- 
tries (table 9-5). Low wages in these countries 
give producers a cost advantage. 

Information on production-worker wages in 
other countries is sparse, but some compari- 



74 U.S. Department of Commerce. 1985 U.S. Industrial Outlook* 
op. cit.. pp. 32-3 to 32-10. 

"Figures are cited in Parsons and Stowsky, op. cit.. p. 15a. 
Figures for 1984 production and imports are estimates. 



Figure 9*8.-806/807 U.S. Imports and U.S. 
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Table 9-5.— Imports of Semiconductors Under 
TSUS 807.00, 1983 
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807 00 ol the Tariff Schedules of the United St ties. l9dOS3, UStTC Pub- 
licalion 1966. April 1985 pp 127-156 

sons are possible. By one estimate, total man- 
ufacturing costs can be reduced 50 percent by 
sending assembly offshore to Far Eastern and 
Latin American plants; in 1973, assembly of 
one kind of integrated circuit cost less than half 
as much if assembled in Singapore than if as- 
sembled in the United States. 79 Another esti- 
mate from the mid-1970s was similar: toW 
manufacturing costs of simple integrated cir- 
cuits or discrete devices, with offshore assem- 
bly, were about $0.15 per device at that time, 



"William Finan, The International Transfer of Semiconduc- 
tor Technology Through U.S. Based Firms, National Science 
Foundation, 1975, p. 23. Cited in Parsons and Stowsky. op. cit., 
p. 11. 
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while, with domestic assembly, costs were 
$0.35 to $0.60, depending on the ratio of U.S. 
wages to offshore wages. 77 The cost differen- 
tial was not as great— 15 to 28 percent— for 
large-scale integrated circuits; these are cur- 
rently taking larger shares of the market/ 6 
However, costs still favor foreign assembly, 
and some companies have found that it is pos- 
sible to achieve significant labor cost savings 
by sending more skilled types of work offshore. 
While labor-intensive operations still dominate 
in U.S. offshore affiliates, a few companies 
have found that the engineering and technical 
support needed to do increasingly complex cir- 
cuit testing can be obtained offshore at much 
lower prices than in the United States. There 
has been some speculation that more complex 
testing, which requires skilled people to write 
software, maintain testing equipment, and exe- 
cute tests, could bring testing operations back 
to the United States, but so far, experience has 
sh own that this kind of work can be done ade- 
quately in countries like Singapore and Malay- 
sia. 79 

The main advantage of offshore manufactur- 
ing, however, is still in labor-intensive opera- 
tions. This shows up in employment figures; 
worldwide, U.S. firms employ only about three- 
quarters as many people as they employ in the 
United States, but 80 percent of offshore em- 
ployment consists of production workers. In 
the United States, production workers are only 
about 40 percent of semiconductor industry 
employment. 80 

Offshore Production In Apparel 

In 1983, 807 imports of apparel and footwear 
totaled $745 million, or 4.6 percent of all 807 
imports. Although the apparel industry's share 
of 807 imports is modest, offshore production 
is an important part of the strategy of apparel 
producers. Imports of items under TSUS 807 



"The lower domestic assembly cost is associated with a ratio 
of U.S. wages to foreign wages of 5:1; the higher estimate with 
a ratio of 10:1. 

"U.S. Congress. Office of Technology Assessment, Interna- 
tiona! Competitiveness in Electronics, op. cit, p. 514. 

"William Finan. Quick. Finan Associates, personal commu- 
nicafon. Sept. 23. 1985. 

•°Alic and Harris, op. cit.. p. 14. 



have increased much faster than apparel im- 
ports as a whole, between 1965 and 1974. Since 
1974, the share of 807 imports has fallen (fig- 
ure 9-9). 

TSUS 807 allows apparel firms to send fab- 
ric overseas for operations like sewing, hem- 
ming, or stitching which do not change the 
form of the basic product." While the bulk of 
U.S. apparel imports come from Southeast 
Asia, most 807 imports come from Latin Amer- 
ica, with Mexico as the largest supplier. Of all 
807 imports of apparel and footwear, 31 per- 
cent came from Mexico, and 19 percent from 
the Dominican Republic. Other major suppliers 
included Haiti, Costa Rica, the Philippines, Co- 
lombia, Honduras, Barbados, and Jamaica. One 
reason for the predominance of Latin Amer- 
ican countries among the sources of 807 im- 
ports is that, unlike Far Eastern producers, 
Latin American countries are relatively high- 
cost producers of textiles. However, their low 
wage rates make them attractive apparel pro- 
ducers using U.S.-made fabrics. Asian produc- 
ers, with their lower textile costs, are more 
likely to produce both textiles and apparel do- 
mestically and export to the United States." 

Like semiconductor manufacturers, apparel 
producers began sending production offshore 
in the 1960s. In 1965, the value of 807 apparel 



"Parsons, op. cit.. p. 43. 

"Grunwald and Flamm. op. cit.. p. 18 



Figure 9-9.— Percent of U.S. Imports of 
Apparel Under Item 807 
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imports totaled $1.7 million; afterwards, these 
imports rose nearly 38 percent per year, much 
more rapidly than 807 semiconductor imports. 
The most labor-intensive operation- -sewing- 
is most commonly sent offshore to take advan- 
tage of foreign labor costs, which are com- 
monly 5 to 10 percent of U.S. labor costs in 
many Latin American countries. 

Offshore production of apparel is expected 
to continue to grow as U.S. producers become 
more experienced at managing offshore facil- 
ities. In the past, some firms have had mixed 
expediences with offshore production. For ex- 
ample, Casualwear, a producer of women's 
clothing, found that a small joint venture made 
in Haiti in the 1960s was not paying off. Low 
productivity and high labor turnover offset the 
advantage of extremely low Haitian wages of 
$1 per day, and the cost of clothes produced 
in Haiti and shipped to the United States cost 
90 percent of what they would have cost if 
made in America. Casualwear tried again, 
moving to a facility which straddled the U.S.- 
Mexican border, and had 20 to 30 percent of 
its output sewn in Mexico. This venture was 
more successful, and production costs came 
down. 

Other apparel firms— particularly bigger ones 
—have also learned how to manage offshore 
production. Several of the largest apparel firms, 
including Manhattan Industries, Philips-Van 
Heuspn, Warnaco, and Kellwood— import 30 
percent of their products, some from 807 plants 
and some from foreign-owned facilities under 
contract. Liz Claiborne, the largest producer 
of women's apparel in the world, does not man- 
ufacture any of the clothes it sells. Production 
is contracted out to over 70 domestic and for- 
eign producers, while the company specializes 
in design and marketing. Nearly 70 percent of 
the company's products are made abroad, 
mainly in Hong Kong, Korea, and Taiwan. 83 

While offshore production has been a re- 
warding strategy for some U.S. apparel produc- 
ers, the strategy could prove less successful in 
the long run than in some other industries. For 



"The information in the preceding two paragraphs is taken 
from Parsons, op. cit., pp. 44-45. 



example, the front-end operations in semicon- 
ductors—research and development of new 
products, design, and pilot production— are 
heavily skill-intensive, requiring large propor- 
tions of highly educated and talented people 
(such as electrical engineers). The costs of edu- 
cating these people are high; it is difficult for 
poor countries. Front-end operations in apparel 
production also involve design, but the empha- 
sis is less on education than on artistic ability, 
talent, and creativity. While these skills are not 
commonplace, the United States has no mon- 
opoly on them, as the recent international suc- 
cess of Japanese fashion designers illustrates. 
It may be easier for foreign manufacturers of 
apparel to find talented designers for their own 
industries than to find the engineering and 
scientific talent needed to erode the U.S. ad- 
vantage in complex electronic circuitry. More- 
over, it is fairly easy for anyone— including for- 
eign manufacturers— to copy the designs of 
clothing on the racks in retail outlets, and pro- 
duce similar clothing quickly. 84 

Offshore manufacturing, subcontracting 
abroad, and expanding imports all mean fewer 
jobs in the apparel industry. Unlike the demand 
for semiconductors, demand for apparel is 
growing very slowly. In such a market, greater 
use of foreign labor will continue to reduce 
U.S. apparel employment; the only real ques- 
tion is how rapidly. Without protection, ap- 
parel employment probably would have de- 
clined more rapidly than it has. 

Whatever the rate of job loss, the most af- 
fected workers are the less skilled, predomi- 
nantly sewing machine operators. Over 40 per- 
cent of the approximately 2 million workers in 
the apparel industry— i.e., nearly 500,000 peo- 
ple in 1984— operate sewing machines. 

Offshore Manufacture in Telecommunication 
Equipment 

Telecommunications is a high-technology 
sector which, like the computer and semicon- 
ductor industries, has transformed both eco- 
nomic and social life in the United States. In 
1983, telecommunication equipment and serv- 

"Parsons, op. cit., p. 46. 
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ices was a $116 billion market (3 to 4 percent 
of GNP). It is expected to reach $300 to $400 
billion by the early 1990s.* 5 The world market 
for telecommunication equipment alone (not 
including services) was about $50 billion in 

1984, with the United States accounting for 
over one-third of world production. 

Telecommunication equipment consists of 
three kinds of products: 1) terminal equipment 
in the customer's office or house (referred to 
as Customer Premises Equipment, or CPE), 
which includes telephones and facsimile ma- 
chines; 2) transmission equipment, such as 
coaxial cable or communication satellites, 
which carry signals between terminals and 
switching centers; and 3) switching equipment, 
which routes signals or calls between termi- 
nals. Most switching facilities are located in 
telephone company facilities, but some— Pri- 
vate Branch Exchanges, or PBXs— are located 
in customer facilities. For example, large of- 
fices sometimes have central switchboards to 
route incoming and outgoing calls. The United 
States produces nearly 39 percent of the world's 
switching equipment, 37 percent of its trans- 
mission equipment, and 19 percent of its ter- 
minal equipment. 86 

Advanced telecommunication equipment re- 
sembles other high-technology sectors like 
semiconductors and computers in several ways. 
The United States was and continues to be a 
major source of new innovations and applica- 
tions, and much of the advanced research and 
development is done here. Telecommunication 
equipment changes fairly rapidly, and product 
life cycles are short compared with some other 
manufactured products. Nonetheless, foreign 
competition is rapidly becoming an important 
consideration. 

Between 1980 and 1983, U.S. trade in tele- 
communication equipment went from a sur- 
plus of over $400 million to a deficit of nearly 
$650 million. The strong dollar was a major fac- 
tor in the deterioration of the trade balance, but 

"Jay Stowsky, "The Employment Effects of International 
Trade in the Telecommunications Equipment Industry," con- 
tract report for the Office of Technology Assessment, Apr. 19, 

1985, pp. 6-7. 
••Ibid., p. 6. 



low-cost foreign competition in many less so- 
phisticated products, such as telephone hand- 
sets, was well-established before the rise of the 
dollar. Another major factor in the rapid rise 
of imports was the relative openness of the U.S. 
market; 07 a series of legal decisions opened the 
U.S. market for customer premises equipment. 
Foreign penetration of the market began after 
1968, when the Federal Communication Com- 
mission's Carterphone decision allowed the 
hookup of non-AT&T equipment to the net- 
work of the Bell System. This opened the mar- 
ket to foreign producers, although the monop- 
oly that AT&T/Western Electric equipment 
then held took some time to dissolve. By the 
time AT&T was broken up in January 1984 by 
court decision, a result of a Justice Department 
Antitrust suit, the competition in CPE had al- 
ready taken hold. Western Electric, AT&T's 
equipment manufacturer, lost market share in 
almost all types of telecommunication equip- 
ment in the 1970s and 1980s. 

As both domestic and foreign competition 
have intensified American telecommunication 
equipment manufacturers have used a variety 
of strategies to cope with it. Some producers, 
in some product lines, have chosen to compete 
on a basis other than price, offering sophisti- 
cated products with a variety of features (in- 
cluding service) not duplicated by other man- 
ufacturers. Many producers have automated 
equipment manufacture. Some, particularly 
producers of equipment which embody stand- 
ard electronic components, have moved pro- 
duction of these components to low-wage 
areas, or have imported both standardized 
components and raw materials from offshore 
producers. 

Comdial, a manufacturer of high-quality tele- 
phone handsets, has done these things. Com- 
dial used its expertise in semiconductors to en- 
ter the market for specialized telephones. In 
1982-84, Comdial automated its manufacturing 
processes to reduce costs, increasing its engi- 



l7 U.S. duties on telecommunications equipment vary from zero 
to 9 percent, substantially lower than tariff barriers of most of 
the rest of the world. Canada and the United Kingdom, which 
have liberalized their markets, are exceptions to the general pat- 
tern of tight protection. Source: Stowsky. op. cit., p. 62. 
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neering staff fivefold and reducing its depen- 
dence on production labor." Parts of its man- 
ufacturing process, however, are still labor- 
intensive. In 1983, Comdial moved its manu- 
facturing operation from Charlottesville, Vir- 
ginia, to Shenandoah, 40 miles away. Even this 
short move allowed the company to reduce its 
labor bill while keeping close communication 
with Charlottesville headquarters. For several 
reasons, Comdial chose not to move produc- 
tion to the Far East. According to a company 
representative, quality of Far Eastern handsets 
is improving and production costs are lower, 
but the advantage is not yet great enough to 
justify paying the tariff on Asian imports. 
Moreover, customer requirements for quick 
servicing and upgrading of equipment also 
weigh against Far Eastern producers, for it 
would take too long to send equipment back 
to Asia for repairs and upgrades. However, 
Comdial does buy raw materials and standard- 
ized electronic components— e.g., integrated 
circuits, capacitors, and resistors— from off- 
shore producers, because the prices are lower 
than the cost of ComdiaTs manufacturing these 
components itself. 89 

Another illustration of the kinds of decisions 
producers of telecommunication equipment 
face in locating manufacturing facilities is in 
PBX manufacture. PBXs are normally tailored 
to fit customer specifications, and most cus- 
tomers for U.S. firms are in the United Sta+es. 
Although price competition is important, com- 
petitive success in the PBX market depends 
more on product flexibility, reliability, and fea- 
tures. Software, written to fit the specifications 
of individual customers, has become a signifi- 
cant part of the PBX. A a result, when cus- 
tomized features are added, producers almost 
always locate final assembly close to the cus- 
tomer. Even foreign manufacturers have set up 
final assembly plants in the United States to 
serve their American customers. However, like 
high-quality handsets, PBXs incorporate stand- 
ardized parts that can be obtained from foreign 
producers at lower costs. One manufacturer, 

••Since November 1983, Comdial has laid off about 700 pro- 
duction workers, partly because of automation and partly be- 
cause of soft markets. 

"Stowsky, op. cit., pp. 51-53. 



Rolm, buys many of these commodity prod- 
ucts 90 from outside vendors. Another PBX 
manufacturer, Mitel of Canada, makes its cus- 
tom integrated circuits in Vermont, assembles 
printed circuit boards in Puerto Rico, and does 
final assembly for the U.S. market in Florida. 

The growth in markets for high-quality, flex- 
ible telecommunication equipment and the 
pressures for locating production close to the 
customer should mean continued employment 
growth in the United States. However, as prod- 
ucts become more standardized and price com- 
petition intensifies, the pressures to lower man- 
ufacturing costs will increase. The pressure 
will be felt most by low-skilled pioduction 
workers. Between 1977 and late 1985, with in- 
tensifying competition in telecommunication 
equipment, the proportion of production work- 
ers in the telephone and telegraph apparatus 
equipment industry dropped from 68 to less 
than 62 percent; the absolute number of pro- 
duction jobs fell by over 16,000. In 1983, the 
telecommunication industry experienced its 
first trade deficit. The largest portion of the def- 
icit was in CPE, where most imports are low- 
end, standardized handsets in which labor 
costs are a significant factor in the ability to 
compete internationally. Even though the tele- 
communication industry will continue to em- 
ploy larger numbers of people, most of them 
are, and probably will continue to be, well edu- 
cated and highly skilled. In some standardized 
equipment, the effects of low-wage foreign 
competition can already be seen. AT&T re- 
cently announced that it planned to lay off 
24,000 employees from its computer and tele- 
communication equipment work force in or- 
der to cut costs. 91 Over 1,800 of the layoffs 
came from a plant in Shreveport, Louisiana, 
where AT&T manufactured telephone hand- 
sets. One of AT&T's decisions was to move pro- 
duction of residential handsets (telephones) to 
Singapore, which will almost certainly displace 
many workers. Although AT&T has announced 
that it will try to find new jobs in AT&T for 



"Integrated circuits, printed circuit boards, metal parts and 
castings, and commodity peripheral equipment. 

"Michael Schrage. "AT&T Announces Largest Layoff in Its 
History," Washington Post, Aug. 22, 1985. 
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its laid-off workers, it is unlikely that all of the 
24,000 people AT&T is laying off, or even all 
of the 1,877 workers laid off from the Shreve- 
port plant, can be placed. The layoffs have hit 
managers and professionals as well as produc- 
tion workers, but apparently nearly 69 percent 
of the workers AT&T laid off were production 



workers, while the average for the overall in- 
dustry is less than 62 percent. The telecommu- 
nications industry as a whole should continue 
to create many new jobs, mostly for skilled, 
professional people; opportunities for low- 
skilled or semiskilled production workers will 
be much more limited. 



POLICY RESPONSES TO EMPLOYMENT DECLINE: THE PROTECTION DEBATE 



The combination of high unemployment 
rates and record trade deficits has brought 
trade protection debates into new prominence. 
Many companies and workers hurt by foreign 
competition have brought allegations of unfair 
trade practices and petitioned for protection. 
In some cases, protection has been given, but 
generally there has been more pressure for pro- 
tection than action in the 1970s and 1980s. 92 
Part of the reason is that action is slow: in most 
cases, it takes years to settle questions regard- 
ing the fairness of foreign competition. Even 
after the Federal Government makes decisions, 
according to the terms of U.S. trade treaties, 
on the fairness of foreign competition and the 
degree of injury to U.S. producers, debate and 
pressure often continue. 

Protection is almost always viewed by pol- 
icymakers as a last resort to the problems of 
employment decline and displacement in in- 
dustries pressed by rising imports. Often, the 
motives are simply to prevent massive job 
losses; in industries like apparel, without pro- 
tection, a great many American workers would 
have been displaced rapidly. In other cases, 
protection may be advocated to give industries 
facing stiff international competition time to 
make the necessary adjustments, including 
gradual reduction of the work force so as to 
minimize displacement. Recent protection for 
the motor vehicle and steel industries are ex- 
amples of this strategy. 83 Finally, some have ad- 



"William R. Cline (ed ), Trade Policy in the 1980s (Washing- 
ton, DC: Institute for International Economics, 1983), p. 8. 

M In their petition for restraints on imports of steel in January 
1984, the United Steelworkers of America and Bethlehem Steel 
cited the need foi "breathing space" to allow the industry time 
to modernize. The subsequent Presidential decision in Septem- 



vocated "infant industry" protection, to give 
new industries time to develop products, make 
production nrocesses efficient, and develop 
markets without the additional strains imposed 
by foreign competition. This approach has 
been tried in other countries, but not in the 
United States. Preservation of jobs and mini- 
mizing displacement aio often the arguments 
made most strongly by those seeking protec- 
tion. Ironically, some of the most persuasive 
arguments against protection also are 
employment-related. The next section dis- 
cusses the advantages of protection, in terms 
of employment; the section following discusses 
costs of protection. 

The Effect of Protection on Employment: 
Positive Aspects 

The strong commitment of the United States 
to free trade is supported by mainstream eco- 
nomic theory, which states that everybody is 
better off under free trade conditions. Theory 
states that, if each country produces and ex- 
ports those products which it has an advantage 
in producing, and imports products where its 
disadvantages are greatest, consumers in all 
countries have access to a wider variety of 
cheaper products. As a country's advantage 
shifts— when some industries lose their advan- 

ber 1984 provided some protection, and directed the Interna- 
tional Trade Commission to monitor the efforts of the industry 
to modernize. According to on? analysis, the steel industry has 
met the requirements, stepping up its investments in new plant 
and equipment. Sources: Ame^pn Iron and Steel Institute, 
"Steel Industry Continues Long . .istory of Production Process 
Innovation/' excerpts from testimony of David J. Cantor, Con- 
gressional Research Service, Aug. 29, 1985; and U.S. Department 
of Commerce, 1985 U.S. Industrial Outlook, op. cit., p. 19-20. 
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tage and others grow stronger— labor and cap- 
ital leave some industries and enter others. For 
example, as the U.S. apparel and television in- 
dustries lose their advantage, labor and capi- 
tal are shifted out of these industries and into 
others where the United States is more com- 
petitive. This process of adjustment is a nor- 
mal part of a dynamic economy, and economic 
theory usually assumes that there is ample time 
for the process to work. 94 When this is true, it 
is easy to see the advantages of free trade. 

However, theory also assumes that capital 
and labor are fully used— in the case of labor, 
this means that there is no structural unem- 
ployment—and that they can readily shift from 
one sector to another. Both assumptions have 
faults. Unemployment has been rising in all in- 
dustrialized countries; in the United States, the 
unemployment rate is at a historic high for a 
period of prosperity (see ch. 4). There are not 
enough new jobs to go around, and some people 
displaced from declining industries are unable 
to find new ones readily. Moreover, much of 
the skill and knowledge that people use in their 
jobs are not suitable for new jobs; the same is 
true of capital equipment. The capital equip- 
ment used in the apparel industry, for exam- 
ple, is not very adaptable to more competitive 
industries like computers and aircraft, and nei- 
ther are many of the workers. When there is 
plenty of time for adjustment, capital equip- 
ment can be depreciated, and employment can 
be reduced through attrition. When there is not, 
as is often the case, the transfers are more pain- 
ful; people are displaced, and industry-specific 
skills and capital have no value. 95 The more 
abrupt the transition, the greater the likelihood 
that workers will face prolonged periods of in- 
voluntary unemployment and other costs of 
displacement, such as taking a new job at much 
reduced pay. 

Protection can help to reduce the costs of ad- 
justment by prolonging the period of transition, 
making it possible to reduce the work force 
through attrition rather than layoffs. An exam- 
ple is the apparel industry, which has had some 

M H. Peter Gray, Free Trade or Protection? A Pragmatic Anal- 
ysis (London: The Macmillan Press Ltd., 1P85, in press), p. 3. 
"Ibid., p. 4. 



form of negotiated protection— though not in 
all products, or from all countries— for nearly 
three decades. Since 1974, the Multifiber Ar- 
rangement (MFA) has provided the basis for 
managed growth of apparel and textile trade. 
The MFA allows signatories (originally, there 
were 50) to negotiate bilateral agreements 
establishing export quotas in cotton, wool, and 
manmade fibers. 96 The United States has such 
agreements with 28 countries, as well as agree- 
ments with 8 countries which did not sign the 
MFA. 97 These agreements were not intended 
to stifle imports, but to permit them to rise 
steadily, without great disruption of domestic 
industries. However, the rate of growth in U.S. 
demand for apparel has been lower than the 
rate of import growth under MFA, with result- 
ing disruptions in the U.S. apparel industry. 
Yet without the MFA protection, employment 
losses and displacement would likely have 
been, as one analysis puts it, "massive." 98 The 
MFA is due to expire in mid-1986, Vl it legisla- 
tion establishing new protection in textiles and 
apparel is moving through Corg^oss as this re- 
port is being written. If MFA is not replaced 
with some kind of protection (which it prob- 
ably will be) job losses could reach 570,000 by 
1990. 99 Protection certevily does not guaran- 
*ee employment stability, and apparel employ- 
ment is expected to decline with or without it. 
However, slow erosion of employment is more 
humane, from the standpoint of workers, than 
rapid job loss. 

Another industry in which job losses were 
slowed by protection is the motor vehicle in- 
dustry. In the late 1970s, Japanese automobiles 
were making rapid inroads into the U.S. mar- 
ket; from 197^* to 1981, the Japanese share of 
U.S. car sales accelerated from 12.7 to 21.4 per- 
cent, while the U.S. share fell from 82 to 73.1 
percent. Employment dropped by over 216,000, 
with a loss of almost 202,000 jobs between 1979 



••Jeffrey S. Ar P an, Jose de la Torre, and Brian Toyne, The US. 
Ap^rel Industry: Internrtionai Challenge, Domestic Response, 
Research Monograph No. 88 (Atlanta: Georgia State University, 
1982), p. 116. 

fl7 U.S. Department of Commerce, 1985 U.S. Industrial Outlook, 
op. cit., p. 45-2. 
M Nehmer and Love, op. cit M p. 232. 
"Estimate cited in Parsons, op. cit., p. 40. 
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and 1980 alone. In 1980, the Ford Motor Co. 
and the United Auto Workers petitioned for im- 
port relief, which was subsequently denied by 
the International Trade Commission. However, 
pressure for protection was growing; in 1981, 
support was increasing for congressional pro- 
posals to restrict Japanese exports of motor ve- 
hicles. On May i, 1981, the Japanese Ministry 
of Industry and Trade (MITI) announced a 
voluntary restraint agreement (VRA) on ex- 
ports of motor vehicles to America, limiting 
Japanese exports to 1.78 million cars, passen- 
ger vans, and utility vehicles. In late 1983, the 
agreement was extended until March 31, 1985, 
at a level of 1.94 million units. 100 

There is wide disagreement on the number 
of automobile industry jobs protected by the 
VRA. A number of assumptions must be made 
in order to estimate the employment impacts, 
including assumptions on how many Japanese 
automobiles would have entered the U.S. mar- 
ket without protection, how many additional 
American cars were made because of the limi- 
tations on imports, and how many American 
workers were employed to make the additional 
American cars. Estimates range from 26,200 
to 133,000 jobs saved in the auto industry; as- 
sumptions on the rate of Japanese import pene- 
tration probably accounts for most of the differ- 
ence. 101 

The higher estimate represents an upper 
bound of the number of jobs protected in the 
automobile industry alone, assuming that Jap- 
anese automobiles would have captured about 
39 percent of the U.S. market without the 
VRA, 102 and that this would have meant a re- 
duction of about 1.7 million domestically made 
automobi^s. The lower estimates are based on 
conservative assumptions about the eventual 



,00 These limits were exceeded every year of the VRA. Between 
1981 and 1984, the original period of the VRA, imports ranged 
from 1.78 million to 1*84 million units. During the last year of 
the VRA, from Apr. 1, 1984, to Mar. 31, 1985, 2.31 million au- 
tomobiles were imported from Japan. 

,0, Scott, op. cit., pp. 27-33. The lower number was made by 
Robert Crandall of the Brookings Institution, and covers only 
the first 2 years of the agreement. 

,M The 39 percent share is based on an estimate that the Japa- 
nese could have captured almost all the subcompact market seg- 
ment, half the compact segment, and about 3.5 percent of other 
market segments. 



share of Japanese automobiles. For example, 
the U.S. International Trade Commission esti- 
mate that the VRA averted losses of 44,100 jobs 
in automobiles assumed that the growth trends 
of 1967 to 1980 would have continued during 
the time the VRA was in effect. This estimate 
took little account of the rapid acceleration in 
the Japanese share in the late 1970s. 

An estimate from the International Trade 
Administration projected Japanese market 
penetration on the basis of two different as- 
sumptions. Under very conservative assump- 
tions, the Japanese share was projected to grow 
at 0.6 percent per year without the VRA, or at 
the same rate that it grew during the first 2 
years of the VRA— meaning, in effect, that the 
VRA had no impact on the Japanese share. A 
more realistic estimate was that the share 
would have increased by 3 percentage points 
per year, comparable to the growth between 
April 1979 and March 1981. The second esti- 
mate yielded an employment gain (or avoid- 
ance of loss) of nearly 62,000 jobs in the au- 
tomobile industry in the last 2 years of the 
VRA. 103 ITA also estimated that an additional 
43,000 jobs were protected in supplier indus- 
tries, such as steel, rubber, and glass, bringing 
its estimate of protected employment to 105,000. 
Neither ITA nor any other analysis has at- 
tempted to measure tertiary impacts— i.e., out- 
side jobs generated in stores, housing con- 
struction, and other economic activity by 
employment in the automobile or supplier in- 
dustries. If tertiary impacts are counted, jobs 
protected by the VRA might number well over 
105,000. 

In addition to preserving some jobs in Amer- 
ican industries, or stretching out employment 
losses, protection— or the possibility of pro- 
tection—may also encourage some foreign 
companies to locate manufacturing facilities 
in the United States. There is little question that 
protection helped stimulate recent Japanese in- 



,M According to ITA, the VRA did not seriously limit Japanese 
car sales in the United States until the second quarter of 1983, 
largely due to depressed markets during the recessions of 1980 
and 1982. Source: U.S. Department of Commerce, International 
Trade Administration, "Analysis of the Japanese Auto Export 
Restraint," Executive Summary, mimeo, pp. 5-9. 
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vestments in television, automobile, and truck 
production in the United States. Locating man- 
ufacturing facilities here has two advantages 
for the Japanese: it helps to soften pressures 
for protection, and it allows Japanese produc- 
ers to gain larger shares of the U.S. market than 
they could with exports alone. 

The employment gains from foreign produc- 
ers locating in the United States should not be 
overstated. In 1983, Japanese automakers in the 
United States employed fewer than 30,000 
American workers, or 4 percent of industry 
employment. 104 As the number of Japanese as- 
sembly plants in America and U.S.-based joint 
ventures with Japanese automakers increase, 
the proportion should grow. By 1990, Japanese 
automakers are expected to have the capacity 
to make nearly 1 million autos per year in the 
United States. 105 However, foreign firms locat- 
ing production facilities in the United States 
do not create as many indirect jobs as do Amer- 
ican firms. Japanese automakers and television 
manufacturers buy more of their parts from 
overseas than do American manufacturers. For 
example, the New United Motor Manufactur- 
ing, Inc. (NUMMI) joint venture between Gen- 
eral Motors and Toyota, producing Chevrolet 
Novas in Fremont, California, will buy 70 per- 
cent of its parts— including major subassem- 
blies such as engines and transmissions— from 
Japan, and only 30 percent from the United 
States. 106 Typically, the proportion of domes- 
tically produced parts is much higher for 
American firms. 107 

The Effect of Protection on Employment: Costs 

Although protection can be effective in pre- 
serving jobs for a time and allowing orderly 
employment declines, the costs can be high. 

1M Tota) employment in motor vehicles and equipment was 
753,700 in 1983, of which 723,000 wer ; employed by Ford, Gen- 
eral Motors, Chrysler, AMC, and Volkswagen. Sources: U.S. De- 
partment of Commerce, The 17.5. Automobile Industry, op. cit., 
p. 19; and U.S. Department of Labor, Bureau of Labor Statis- 
tics, Supplement to Employment and Earnings, Jane 1985. 

'"Warren Brown, "Chrysler, Mitsubishi Set Joint U.S. Ven- 
ture," The Washington Post Oct. 7, 1985, p. A14. 

"•Daniel ). Schroeter, "Joint Venture Unwrapped, Nova Debuts 
at Detroit's St. Regis," Automotive Business, June 17, 1985. p. 1. 

10, John Hartmann, Automotive Industry Analyst, U.S. Depart- 
ment of Commerce, International Trade Administration, per- 
sonal communication, Oct. 8, 1985. 



Protection raises the price of the protected 
product to consumers, either by adding a tar- 
iff to the price consumers pay or by limiting 
the number of items imported. When import 
prices go up, domestic manufacturers also in- 
crease their prices. Estimates of the increased 
cost to consumers, together with estimates of 
the numbers of jobs preserved, are the basis for 
the often-quoted figures on "cost per job saved." 
The figures are usually quite high; for exam- 
ple, the International Trade Commission (ITC) 
estimates that, from 1931 to 1984, the VRA in- 
creased the prices of domestic and imported 
automobiles by $15.7 billion (about $800 per 
car), and saved 44,100 jobs in the auto indus- 
try. The numbers of jobs saved in supplier in- 
dustries was not estimated because, according 
to ITC, "it is believed that estimates of these 
additional employment effects would not be 
particularly useful." 108 Dividing the ITC esti- 
mates of costs and jobs saved gives a figure of 
nearly $357,000 per job over 3 years. Another 
estimate, by Robert W. Crandall of the Brook- 
ings Institution, concludes that the VRA cost 
American consumers about $160,000 per job 
in 1983. 109 The International Trade Adminis- 
tration estimated that the VRA cost consumers 
about $10.1 billion between April 1983 and 
March 1985. Costs per job saved over these 2 
years were, therefore, about $164,000 to $96,000 
per job, depending on whether indirect job 
gains are counted. 110 

These estimates cannot be taken at face 
value. First, only one— that of IT A— counts the 
number of jobs preserved in supplier indus- 
tries, and none of the estimates includes ter- 
tiary effects. In that sense, all the estimates 
overstate the costs per job saved. In some of 
the estimates (especially that of ITC) the as- 
sumptions on growth of the Japanese share of 



l0i U.S. International Trade Commission, "A Review of Recent 
Developments *n the U.S. Automobile Industry Including an 
Assessment ot the Japanese Voluntary Restraint Agreemtxits," 
US1TC Publication 1648, February 1985, p. 41. No explanation 
is given for the uselessness of estimates of related employment. 

10t Robert W. Crandall, "Import Quotas and the Automobile 
Industry: The Costs of Protectionism," The Brookings Review, 
vol. 2, No. 4, Summer 1984, p. 16. Crandall estimated that the 
VRA had saved 26,200 jobs, and cost consumers $4.3 billion, 
not including "additional los e es in consumer welfare." 

"°ITA estimated that both the consumer cost of the VRA and 
the jobs protected were modest until early 1983. 
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the U.S. auto market are so conservative as to 
be unrealistic. Moreover, none of the estimates 
includes any analysis of possible long-term ef- 
fects of protection on competitiveness, If the 
long-term effect of the VRA turns out to be im- 
proved productivity, product design, and prod- 
uct performance in the U.S. auto industry, the 
costs of protection may turn out to be tem- 
porary, and may be paid back in the years to 
come. Over the short run, however, it is clear 
that the VRA cost tens of thousands of dollars 
per year per job saved. 

Protection can give industries the time they 
need to improve their competitiveness. Tem- 
porary protection, for example, gave the auto- 
mobile industry a "breathing space" to improve 
productivity and product design and perform- 
ance; eventually, these changes may help to 
preserve more jobs than if the pressure from 
imports in the late 1970s had continued into 
the early 1980s. The story is similar in textiles. 
The industry has invested heavily in new plant 
and equipment under the Multifiber Arrange- 
ment, raising productivity and competitiveness 
particularly in manmade fibers. However, pro- 
tection does blunt the competition, and may 
thereby remove some of the incentive for be- 
leaguered industries to take the steps needed 
to compete. 

Another of the employment effects of protec- 
tion that is often overlooked is the shift of com- 
petition from protected to unprotected prod- 
ucts or industries. For example, some argue 
that protection of U.S. natural fiber markets re- 
sulted in foreigners shifting more rapidly to 
production jf manmade fibers. The VRA in au- 
tomobiles caused Japanese producers to fill 
their quotas with more expensive, profitable 
cars which competed in the luxury-car market 
previously dominated by American and Euro- 
pean cars. Bilateral agreements limiting ex- 
ports of one country can also encourage the 
formation of industries in countries without 
quota agreements. Early quota arrangements 
in textiles and apparel applied only to Japan, 
leaving the door open to other countries wish- 
ing to export cotton to the United States; Hong 
Kong was the first to do so. In the end, the re- 
sult was pressure for more protectionist ar- 
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rangements with other countries; the single 
country agreement did not effectively limit im- 
ports. 111 

Employment can be adversely affected in in- 
dustries other than those protected, as foreign 
coun. ies retaliate. For example, threats of pro- 
tection against natural fibers from China have 
evoked threats of countermeasures to limit Chi- 
nese purchases of American agricultural prod- 
ucts. Since agricultural products figure heav- 
ily in U.S. exports, retaliatory protection affects 
agriculture disproportionately. 

Increasing pressure for protection, as more 
industries and countries respond to existing ar- 
rangements, threatens more than just a few 
workers or industries. If one country limits its 
market to foreign producers, exporting coun- 
tries usually seek new markets* putting unpro- 
tected markets at greater risk. The wider pro- 
tection spreads, the greater the likelihood that 
economies which depend on trade wil 1 slump, 
with serious repercussions for overall indus- 
trial performance and employment. 

Even if long-term effects are included, and 
all primary, secondary, and tertiary jobs pre- 
served by protection are counted, protection 
is expensive. It costs consumers money, and 
may lead to more pressure for protection. The 
alternatives, when industrial decline and job 
loss occur as a result of international compe- 
tition, are for the economy to create enough 
new jobs to provide for displaced workers as 
well as other job seekers, and for government 
programs to provide adjustment assistance to 
displaced workers having trouble finding jobs 
comparable to those they have lost. 

The first alternative— creating enough new 
jobs— has proven an unattainable goal for most 
of the last four decades throughout the indus- 
trialized world. Gcvernment policies to stim- 
ulate job creation cover a broad spectrum. 
They include macroeconomic policies aimed 
at stimulating growth of the whole economy, 
trade policies which protect domestic markets 
or attempt to open foreign markets to domes- 



n, AggarwaI and Haggard, op. cit.. p. 265. 
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tically produced goods, subsidies to industries 
or workers to keep existing workers employed, 
and jobs programs for people with particular 
disadvantages in the labor market. Some coun- 
tries employ policies that are termed job crea- 
tion policies that are really more policies de- 
signed to reduce the number of people counted 
as unemployed. While most industrial coun- 
tries have tried policies such as these to stim- 
ulate employment, no country can legitimately 
claim to have succeeded. Unemployment rates 
have been rising throughout the world; one 
symptom of the depth of the current problem 
is that the United States, with its historically 
high unemployment rates of 7 to 7.5 percent 
in prosperous 1984 and 1985, is viewed by 
many European analysts as a place where an- 



swers to high unemployment problems are to 
be found. This comes at a time when U.S. pol- 
icymakers have begun, again, to grapple with 
the problem of high unemployment rates. 

Adjustment assistance is often viewed as 
equitable compensation to workers who bear 
a disproportionate share of the burden of pol- 
icies to promote free trade. The United States 
has two adjustment assistance progiams: Trade 
Adjustment Assistance, for workers who have 
lost jobs due to trade; and Title III of the Job 
Training Partnership Act, for all displaced 
workers. These prop/ams, the services ;hey 
provide, and their performance, are the sub- 
ject of chapters 5 and 6. 
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Chapter 10 

Displaced Homemakers 



OVERVIEW AND FINDINGS 



Displaced homemakers are women whose 
principal job has been homemaking and who 
have lost their main source of income because 
of divorce, separation, widowhood, disability 
or long-term unemployment of a spouse, or loss 
of eligibility for public assistance. Many of 
these women have serious trouble finding jobs 
that are adequate to support themselves and 
their families. Estimates of the number of dis- 
placed homemakers range from over 2 million 
to about 4 million. 

Definition and Dimensions of 
Homemaker Displacement 

This chapter provides the first national esti- 
mates of the displaced homemaker population 
for more than 1 year. Because of the definition 
and database used, the estimates are conserva- 
tive—rising from 1.7 million in 1975 to 2.2 mil- 
lion in 1983. Different definitions and differ- 
ent databases have yielded estimates for single 
years that are more than twice as large. The 
definitions in various State and Federal laws 
and programs also differ, with little consist- 
ency in those considered eligible for program 
services. 

Under the definition used for descriptive pur- 
poses here, displaced homemakers are women 
who: 

1. are between the ages of 35 and 64, and are: 

• divorced, separated, or widowed; or 

• married but husband is absent, seriously 
disabled, or long-term unemployed; or 

• losing income from public assistance be- 
cause the youngest child is 17 to 19 years 
old; and 

2. have had serious employment problems, 
including unemployment, working at pay 
below the minimum wage, working part 
time but preferring full time, or dropping 
out of the labor force from discouragement. 



The number of displaced homemakers rose 
28 percent from 1975 to 1983. At the same time 
the population of all U.S. women in the age 
group rose only 11 percent. 

Characteristics of Displaced Homemakers 

• Of the estimated 2.2 million displaced home- 
makers in 1983, over 1 million were divorced, 
separated, or had an absent spouse. Rapid 
growth in this group (54 percent) accounted 
for much of the increase in numbers of dis- 
placed homemakers from 1975 to 1983. 

• Many displaced homemakers are living in 
or close to poverty. In 1982-83, nearly half 
of them had family incomes below $10,000 
a year (1982 dollars). At least 30 percent of 
those in families of four or more were be- 
low the poverty level in 1983, compared with 
15 percent of all families at that time. 

• A majority (61 percent) of displaced home- 
makers had children living at home; for 45 
percent of the group, the youngest child at 
home was of school age. Families were gen- 
erally small; nearly three-fifths of the dis- 
placed homemakers were in families of two 
or three people. Slightly over one-fifth were 
in single-person families; another one-fifth 
were in families with four or more members. 

• By definition, all of the displaced homemak- 
ers were having trouble finding satisfactory 
jobs. Half were employed, but at pay below 
the minimum wage or in a part-time job when 
they wanted a full-time job. In 1975 (latest 
data available) disproportionate numbers of 
displaced homemakers, compared to other 
women workers, were service workers, in 
such jobs as waitress, hotel maid, or nurs- 
ing home aide; they were underrepresented 
in clerical, professional, technical, and 
administrative jobs. 
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Displaced Homemaker Programs 

• Federal support for displaced homemaker 
programs began in 1976 in amendments to 
the Vocational Education Act; Congress re- 
cently strengthened support in the Carl D. 
Perkins Vocational Education Act of 1984 
(Perkins Act). Despite the increased support, 
however, Federal funding of displaced home- 
maker projects is still modest in relation to 
the eligible population of 2 million to 4 
million. 

• In 1984, several hundred displaced home- 
maker projects existed across the country, 
probably serving at least 100,000 women a 
year. Data on displaced homemakers and the 
programs serving them is sparse, but OTA's 
research and review of available evidence in- 
dicate that the number of displaced home- 
makers receiving employment and training 
services has grown in recent years, with the 
rise in their numbers and a growing awareness 
that services are available. Funding to sup- 
port the projects has also apparently grown, 
though barely keeping up with demand. 

• State funds were the main support of dis- 
placed homemaker programs in 1984. This 
situation may change, with the increased 
funding available to displaced homemaker 
programs under the Perkins Act. Congress 
appropriated about $63 million under the act 
for services to single parents and homemak- 
ers, including displaced homemakers, for fis- 
cal year 1985. How much of this went to dis- 
placed homemaker programs was not cer- 
tain, but it appeared likely to be a large share 
and to exceed substantially Federal funding 
of the past. Despite some resistance from the 
vocational education (Voc Ed) establishment 
to the idea of set-asides under the Perkins 
Act (especially the set-aside for single par- 
ents and homemakers), the act opens new 
opportunities to projects serving displaced 
homemakers. 

• Many of the services displaced homemakers 
need can be funded under the Perkins Act, 
but the main focus of the act is still on voca- 
tional training. The Job Training Partnership 
Act (JTPA) stresses job search assistance 



more heavily. Also, JTPA is another source 
of funds for services that are still very mod- 
estly supported, despite the increased Voc 
Ed funding for services to single parents and 
homemakers in the Perkins Act. For these 
reasons, many displaced homemakers will 
benefit from access to JTPA as well as to the 
federally funded vocational training system. 

• JTPA funds were a minor source of support 
for displaced homemaker programs in 1984. 
By early 1985, it appeared that use of JTPA 
funds to provide services to displaced home- 
makers might be increasing, but they were 
still not a principal source of supDort. More- 
over, most of the JTPA-funded } .ojects were 
not specially designed to serve displaced 
homemakers, but served other clients as 
well. For some displaced homemakers, with 
little work experience and confidence, this 
is a substantial disadvantage. 

• A serious difficulty in serving displaced 
homemakers with JTPA funds is that many 
of these women do not qualify as economi- 
cally disadvantaged, often because their 
previous income, before they became dis- 
placed, was too high. Thus they are not eligi- 
ble for JTPA Title IIA programs, which are 
intended primarily to serve disadvantaged, 
low-income people. Although there are ex- 
ceptions to the low-income rules, not too 
many service providers are making use of 
them. There are no income limits to service 
under JTPA Title III (for displaced workers), 
but in many States, displaced homemakers 
are not considered eligible because the def- 
inition of dislocated workers in the law does 
not necessarily include them. Other prob- 
lems are that displaced homemaker project 
staff often lack information about JTPA, or 
that local Private Industry Councils, which 
direct JTPA programs, oppose special serv- 
ices for this group of workers. 

• The administrators of displaced homemak- 
er and other women's programs under the 
Perkins Act see data collection as an urgent 
issue, so that when reports are required af- 
ter the first 3 years of the new program they 
can show Congress the results. The act does 
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not specifically require regular reports on 
services provided to single parents and home* 
makers, and the U.S. Department of Educa- 
tion has no such requirement. State officials 
are beginning to develop a consistent, na- 
tional system of data collection for charac- 
teristics of clients served in the women's pro- 
grams, services provided, outcomes, and 
results one year later. If successful, this ef- 
fort will fill a long-standing need for infor- 
mation about displaced homemakers and the 
programs designed to serve them. 



Design and Performance of Displaced 
Homemaker Projects 

Although no systematic evaluations of dis- 
placed homemakers programs have ever been 
done, a few findings can be drawn from the 
experience of women who have received the 
services and from experienced project direc- 
tors. From OTA-sponsored interviews with 20 
directors of displaced homemaker projects and 
from a few other sources, the following obser- 
vations emerge: 

• Women seeking services from displaced 
homemaker programs are a diverse group, 



in age, education, and financial background. 
Different kinds of services are appropri- 
ate to meet the needs of different types of 
clients, especially rural women, long-time 
recipients of welfare, minorities, widows, 
and older women. The groups least served 
at present are minority and rural women. 

• For all groups of displaced homemakers, 
a comprehensive program of services is de- 
sirable, particularly one which combines 
personal counseling with job readiness 
and skills training. A considerable num- 
ber of displaced homemakers need reme- 
dial or brush-up courses in reading and 
math to qualify for training or good jobs. 

• Many displaced homemakers cannot take 
advantage of the training and education 
open to them because of lack of income 
support. Most are not eligible for unem- 
ployment insurance, and few have income 
from other family members. Voc Ed funds 
can be used to provide child care and other 
support services, and training stipends in 
cases of acute economic need, but usually 
have not been used in this way in the past. 
JTPA funds can also be used for supportive 
services and some forms of income sup- 
port, but little is currently being spent for 
these services. 



POPULATION AND NEEDS OF DISPLACED HOMEMAKERS 



Displaced homemakers, like workers displaced 
from factory and office, have lost their accus- 
tomed source of income, and face painful re- 
adjustment and employment problems. They 
are women whose main job has been home and 
family, but must now support themselves be- 
cause of divorce, separation, widowhood, dis- 
ability or prolonged unemployment of their 
spouse, or loss of eligibility for public assis- 
tance. 1 Although definitions of displaced home- 
makers differ from one State, one law, and one 
program to aie next, and estimates of their 
numbers vary accordingly, it is clear that this 
group of displaced workers is large and grow- 



1 Although a few men may fit the definition of displaced home- 
maker, the analysis in this chapter is confined to women. 



ing. Estimates of the number of displaced home- 
makers range from over 2 million to 4 million. 

Definition and Dimensions of 
Homemaker Displacement 

The usual image of the displaced homemaker 
is a woman of middle age who has spent most 
of her adult life caring for her home and fam- 
ily full time; who has little experience with paid 
work, certainly none recently; and who has 
been thrust on her own either by widowhood 
or by divorce, in an age when divorce after 20 
or 30 years of marriage has become socially 
acceptable. The term "displaced homemaker," 
coined by Sommers in 1975, implied forcible 
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exile of a hill-time homemaker into a labor mar- 
ket for which she was ill-prepared. Too young 
for Social Security, ineligible for welfare or un- 
willing to ask for it, with too little work experi- 
ence to receive unemployment insurance, these 
women were seen as falling through the cracks 
of government social service and income sup- 
port systems. 2 

This picture, while not inaccurate, is incom- 
plete. Many of the definitions of displaced home- 
makers appearing in State or Federal laws are 
more broadly inclusive, especially in adding 
women as young as 22 years old; women in 
poverty (not necessarily ever married) who are 
about to lose public assistance as their main 
source of income, as their last child reaches 
18 years of age; and women whose husbands 
are too disabled to work or have been unem- 
ployed for 6 months or more. Some definitions 
are quite restrictive about work experience out- 
side the home, ruling out women who have 
worked in paid jobs in the past 5 years. Others 
limit the definition to women over 35 or 40 
years old. 

The figure most often cited for numbers of 
displaced homemakers is 4.1 million, an esti- 
mate developed by the Women's Bureau of the 
U.S. Department of Labor in 1976. Based on 
the Survey of Income and Education of 1975 
(SIE), the estimate counted women 22 to 64 
years old who were widowed, divorced, sepa- 
rated, or married with a disabled spouse; or 
who received Aid to Families with Dependent 
Children and whose youngest child was 16 or 
17 years old; and who had worked less than 
500 hours the previous year or had not worked 
at all for 5 years or more. The Comprehensive 
Employment and Training Act (CETA) Amend- 
ments of 1978, which named displaced home- 
makers as a targeted group eligible for services, 
used a similar definition, but changed the em- 
ployment proviso, requiring that the displaced 
homemaker must be unemployed or underem- 
ployed and experiencing difficulty in obtain- 
ing or upgrading employment. 



*Laurie Shields, Displaced Homemakers: Organizing for a New 
Life (New York: McGraw-Hill, 1981). 



For this chapter, OTA has used a somewhat 
different definition of displaced homemakers 
end a database— the Current Population Sur- 
vey (CPS)— which permits comparisons from 
one year to the next. 3 The Survey of Income 
and Education, though rich in detail, was a 
one-time effort, not repeated since 1975. By 
using the CPS, OTA was able to provide the 
first national estimates of the displaced home- 
maker population for more than 1 year. Partly 
because of differences in definition, and partly 
because of unexplained differences between 
the CPS and the SIE databases, OTA's multi- 
year estimates of the displaced homemaker 
population— rising from 1.7 million in 1975 to 
2.2 million in 1983— must be regarded as con- 
servative. 

Under the definiton used here, displaced 
homemakers are women who: 

1. are between the ages of 35 and 64 and 

• are divorced, separated, or widowed; or 

• are married but their husband is absent, 
seriously disabled, or long-term unem- 
ployed; or 

• receive income from Aid to Families 
with Dependent Children (AFDC), So- 
cial Security, or child support, but ex- 
pect to lose it because the youngest child 
is 17 to 19 years old; and 

2. have had serious employment problems. 

This definition distinguishes between former 
homemakers who encounter real difficulty in 
finding work, as they enter or reenter the job 
market, from those who do not. Even wives 
who have been working may find it very hard 
to make the transition from secondary to pri- 
mary or sole wage earner. Often a wife's in- 
come is relatively meager; in the late 1970s the 
average working wife contributed about one- 
quarter of the total family income. For the pur- 



ine definition was provided to OTA in a report prepared by 
the Urban Institute, as a basis for estimates of numbers of dis- 
placed homemakers. See Carolyn Taylor O'Brien and Demetra 
Smith Nightingale, Programs for Displaced Hcmemakers in the 
1980s, report to the Office of Technology Assessment (Wash- 
ington, DC: The Urban Institute, 1984). Much of the material 
here is drawn from the report. Estimates in the report are based 
on data in the March Current Population Survey (CPS) of 1976, 
1980, 1983, and 1984. The CPS is a monthly survey conducted 
by the Census Bureau of a sample of 60,000 households. 
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pose of defining displaced homemakers, indi- 
cations of difficulty in finding work are current 
unemployment plus having been unemployed 
for at least 26 weeks of the previous year or 
out of the labor force; working part time when 
a full-time job is preferred; receiving pay be- 
low the minimum wage; or dropping out of the 
labor force because of discouragement about 
the prospects of finding a job. 

The definition rejects the criterion that a 
woman be totally out of the labor force for a 
number of years. Most women have some work 
experience, particularly once their youngest 
child enters school. A woman who works for 
a few weeks in the Christmas rash or part time 
during school hours to boost the family income 
may still be at a loss if she has to provide full 
support for herself and her family. To exclude 
women with any recent work experience from 
the definition would leave out the majority of 
former homemakers, especially women of lower 
and middle income levels, who are most likely 
to have combined some paid work with home- 
making. Also included are women who must 
seek a job because their husbands are unable 
to work—either the husband did not work at 
all in the previous year, mainly because of ill- 
ness or disability, or he was unemployed (look- 
ing for a job but could not find one) for at least 
26 weeks out of the previous year. 

In this definition, the term "displaced" is re- 
served for women between 35 and 64, on the 
argument that both younger and older women 
are likely to have more options and resources 
than those of middle years. Women over 64 are 
generally eligible for some form of Social Secu- 
rity or pension. Younger women, with recent 
training or work experience, are often more 
employable; if they have young children, they 
may qualify for public assistance; and they are 
more likely to remarry. On the other hand, it 
may be argued that younger women with young 
children face even more difficult employment 
and income problems than displaced home- 
makers of middle years. Many displaced home- 
maker programs do in fact serve women younger 
than 35, and many others do not inquire too 
stringently into the work history of former 
homemakers seeking help in finding a job. Defi- 



nitions of displaced homemakers constructed 
to fit an existing database, and used for the pur- 
pose of estimating numbers and characteris- 
tics of the displaced homemaker population, 
may be different, and perhaps less flexible, 
than definitions used by service providers. 

On the basis of the definition outlined above, 
there were 1.7 million displaced homemakers 
in 1975, 1.9 million in 1979, 2.3 million in 1982, 
and 2.2 million in 1983 (the most recent year 
for which figures were available when this re- 
port was written) (see table 10-1). It is quite 
likely that these numbers, though large, are 
understated. Another estimate for 1975, using 
virtually the same definition, but drawn from 
the Survey of Income and Education, produced 
a figure of 2.2 million displaced homemakers; 
this compares with the figure of 1.7 million for 
1975 presented here. 4 Also, the definition used 
here excludes women younger than 35, an argu- 
able point. Even so, the 1983 figure of 2.2 mil- 
lion represents about 6 percent of all women 
in the age group for that year. The rise in num- 
bers of displaced homemakers is striking— a 28- 
percent increase from 1975 to 1983. At the 
same time, the population ot all U.S. women in 
the age group rose only 11 percent. 5 

Comparisons with other groups of displaced 
or unemployed workers shed some light on the 
significance of the displaced homemaker prob- 
lem. For example, the number of mainstream 
workers displaced from paid jobs was probably 
about 3 million in 1983. Not all of these work- 
ers were displaced in the sense of having seri- 
ous difficulty in getting new jobs. 6 In the same 
year, displaced homemakers numbered at least 



4 Both estimates were prepared by the Urban Institute. See Jean 
E. Vanski, Demetra Smith Nightingale, and Carolyn Taylor 
O'Brien, Employment Development Needs of Displaced Home- 
makers (Washington DC: The Urban Institute, 1983); and O'Brien 
and Nightingale, op. cit. 

8 This includes civilian women outside of institutions. 

•The number of displaced workers eligible for JTPA Title III 
services in 1984-65 is uncounted and uncertain, but an estimate 
may be based on numbers in years when a survey was done. 
In the 5 years 1979-83, 11.5 adult workers lost their jobs due to 
plant closings or relocations, abolition of shifts or positions, or 
slack work. Nearly 3.3 million of the 11.5 million lost jobs in 
1983. It is likely that most of these workers met the definition 
of eligibility in Title III. There is little evidence that the pace 
of displacement slowed markedly in 1984-85. See chs. 3 and 4 
for details. 
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Table 10*1,— Characteristics of Displaced Homemakers, Selected Years (numbers and percentages) 

Numbers in thousands Percentages 

1975 1979 1982 1983 1975 1979 1982 1983 

Marital status: 



Married, disabled or 







739.1 


911.3 


769.9 


37.0 


38.5 


39.0 


34.7 


Divorced/separated/spouse 














41.8 








769.2 


978.1 


1,005.6 


37.7 


40.1 


45.3 




438.4 


409.1 


436.5 


433.0 


25.3 


21.3 


18.8 


19.5 




N/A 


3.5 


11.1 


13.4 


N/A 


0.2 


0.5 


0.6 


Total 













100.0 


100.0 


100.0 


100.0 


Race: 






















1,494.5 


1,811.5 


1,750.3 


75.7 


77.8 


77.5 


78.8 




392.1 


385.6 


453^ 


409.6 


' 22.6 


20.1 


19.4 


18.4 






40.5 


74.1 


61.8 


1.7 


2.1 




2.8 












100.0 


100.0 


100.0 


100.0 


Age: 














38.8 


38.7 


35-44 


. . 504.5 


619.7 


907.8 


860.8 


29.1 


32.3 


45-54 


. . 615.2 


674.9 


746.1 


701.3 


35.5 


35.1 


31.9 


31 e 


55-64 


. . 612.6 


626.2 


685.1 


659.8 


34.4 


32.6 


29.3 


29.7 


Total 










100.C 


100.0 


100.0 


100.0 


Family income: 8 


















Less than $1O,000/yr 


. . 734.6 


755.3 


1,055.6 


1,033.7 


42.4 


39.3 


45.1 


46.5 


$10,00l420,000/yr 


595.0 


600.2 


698.3 


605 6 


34.3 


31.3 


29.9 


27.3 


$20,001 -$30,000/yr 


239.8 


303.0 


314.4 


343.1 


13.8 


15.8 


13.4 


15.4 


More than $30,001/yr 


163.0 


262.3 


270.7 


239.5 


9.4 


13.7 


11.6 


10.8 


Total 










100.0 


100.0 


100.0 


100.0 


Total 


1,732.2 


1,920.5 


2,338.6 


2,221.6 











N/A— Too few In this category to be estimated from the Current Population Surveys 
*1982 constant dollars 



SOURCE. Carolyn Taylor O'Brien and Demetra Smith Nightingale, Programs for Displaced Homemakers in the 1960s, report to the Office of Technology Assessment 
(Washington. DC. The Urban Institute, 1984), based on Current Population Surveys, 1976, 1980, 1983, 1984. 



2.2 million, according to the conservative esti- 
mates developed for OTA based on CPS yearly 
surveys. The average number of unemployed 
American workers in 1983 was 10.7 million. 
From 1984 through mid-1985, the number of 
unemployed workers hovered around 8.2 to 8.5 
million. 

Characteristics of Displaced Homemakers 

Of the estimated 2.2 million displaced home- 
makers in 1983, over 1 million were divorced, 
separated, or had an absent spouse (see table 
10-1). Rapid growth (54 percent) in this group 
accounted for much of the increase in numbers 
of displaced homemakers from 1975 to 1983. 
In 1982, at the depth of the recession, there was 
a bulge in the category of married women with 
disabled or long-term unemployed husbands; 
but with the beginning of recovery in 1983, the 
bulge flattened out. Equally striking was the in- 
crease (71 percent) in numbers of women at the 
younger end of the range, those between 35 and 
44 years old. Black women are overrepresented; 



18 percent of the displaced homemakers in 
1983 were black, compared to 12 percent of all 
women in the age group. Finally, many of these 
women were close to poverty. In 1982 and 
1983, nearly half of them had family incomes 
below $10,000 a year. 

Income 7 

Most of the evidence indicates that displaced 
homemakers, like other female heads of house- 
holds, are disproportionately poor. In 1982, 
their mean family income was reported to be 
$15,000, compared to $25,000 for all families. 
However, this figure may well overstate the ac- 
tual income status of displaced homemakers. 
The same is true of the data in table 10-1 which 
show the distribution of family income among 
groups of displaced homemakers. Reportedly, 
25 to 29 percent of these women received fam- 
ily incomes of $20,000 or more per year be- 
tween 1979 and 1983. This percentage is sur- 

7 Income figures in this section, unless otherwise noted, are 
in constant 1982 dollars. 
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prisingly large considering that, by definition, 
these displaced homemakers were unemployed 
or underemployed. 

One possible explanation is that the income 
figures are out of date— that they represent 
former, not present, family income. In various 
years, some 54 to 58 percent of the women with 
incomes in the two upper income brackets 
($20,000 to $30,000 and over $30,000) were in 
the category of married with husbands either 
physically disabled or persistently unemployed. 
The reported family income is based on the 
previous 12 months, and therefore could in- 
clude earnings from a period when the hus- 
band was still employed. 

An additional factor (probably less impor- 
tant) is that some of the higher incomes reflect 
alimony or child support payments. Earlier 
studies show that quite a small minority of dis- 
placed homemakers (about 15 percent) receive 
alimony or child support. 8 Indeed, of all di- 
vorced women in 1975, about 14 percent were 
awarded alimony and 47 percent child support 
—but fewer than half who were entitled to sup- 
port ever received regular paymerts. 8 Yet, for 
the minority of women who receive them, child 
support payments may sometimes be an impor- 
tant source of family income— at least for a 
time. Analysis of the CPS data shows that about 
half the divorced and separated displaced 
homemakers in the upper two income brackets 
who were receiving some child support at the 
time of the survey were likely to lose that in- 
come soon because their youngest child iva^ 
approaching 18 years of age. The H' ? c -feSlors 
described above probably account tor a good 
deal of the highci-than expected incomes of 
about one-qua^cr of displaced homemakers; 
limita^iig in the data and analysis of the data 
-make it difficult to be more precise. 

Altogether, it is likely that the reported 
figures understate the financial adversity ex- 
perienced by displaced homemakers. Even so, 
the figures indicate that the majority face seri- 



ous problems. In 1983, at least 30 percent of 
displaced homemakers* families were below 
the poverty level (then at about $10,000 a year 
for a family of four). This compares to a na- 
tional figure of 15.2 percent below the poverty 
level in 1983. 10 Figure 10-1 illustrates the dis- 
tribution of displaced homemaker family in- 
come, by family size. 

Another indicator of the economic situation 
of displaced homemakers is personal income. 
An analysis of 1975 data from the Survey of 
Income and Education found that the average 
personal income of displaced homemakers in 
that year was $4,317 (current dollars), which 
was $155 less than a full-time job at the mini- 
mum wage would have paid. 11 Employed women 
of the same age and marital status had an aver- 

,0 Thirty percent of displaced homemaker families of four or 
more had incomes below the poverty level, which equaled about 
$10,000 (1982 dollars) in 1983. It is likely that smaller tamilies 
were below the poverty level in at least the same proportion, 
although displaced homemaker incomes were not broken out 
below the $10,000 level for the OTA analysis. (The poverty level 
in 1982 dollars was about $5,000 for a one-person family, and 
about $7,500 for a three-person family.) 

"Vanski, Nightingale, and O'Brien, op. cit. The Current Pop- 
ulation Surveys, on which the present analysis is based, show 
family income. The 1976 Survey of Income and Education, on 
which the earlier analysis was based, showed personal income. 
In 1&32 dollars (the basis for most income figures in this dis- 
cussion), the average personal income for displaced homemak- 
ers in 1975 was about $7,730. Personal income as defined in th* 
earlier analysis included earnings, public assistance, Social secu- 
rity benefits for minor children of widows, iluiiony and child 
support, Supplemental Security lnr'-n*e |SS!) and veterans* ben- 
efits, interest and dividend.,, and pensions. 



Figure 10-1.— Distribution of Family income of 
Displaced Homemakers, by Family Size, 1983 




Under S10.000 $10,000- 
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■i One-person family 
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•Vanski, Nightingale, and O'Brien, op. cit. 

•Carol Jones, Nancy Gordon, and Isabel Sawhill, "Child Sup- 
port Payments in the United States," Working Paper 992-03 
(Washington DC: The Urban Institute, 1976). 



Family income 

SOURCE Oematra Smith Nightingale p id Carolyn Taylor O'Brien, Estimates of 
the Displaced Homemaker Population, report to the Office of 
Technology Assessment (Washington, DC The Urban Institute, 
1985) 
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age personal income of $8,749 in 1975. The 
most important source of income for displaced 
homemakers is their own earnings, as shown 
in the same study. Seventy percent of displaced 
homemakers earned money in 1975, and over 
half of their personal income came from earn- 
ings. 12 Figure 10-2 shows the source of dis- 
placed homr makers' personal income at that 
time, based on data in the Survey of Income 
and Education. 

Some sources of income varied quite sub- 
stantially among groups. For example, about 
one-third of divorced or separated white women 
reported receiving some alimony or child sup- 
port payments in 1975, with the amount aver- 
aging about $3,000 per year (current dollars)^ 
per recipient Only 16 percent j)f^divtfrced 
black women, and 9 percent of separated black 
women, got alimony or child support; the aver- 
age amount they received was about $1,300. 
The displaced homemakers most dependent on 
public assistance were divorced and separated, 
with 24 to 31 percent of white women in these 
groups receiving welfare payments, and 40 to 
56 percent of divorced and separated black 
women* For the group of displaced homemak- 
ers as a whole, alimony and child support ac- 
counted for about 9 percent of personal in- 
come; public assistance provided about the 
same share. 

"Ibid. 



Family Size and Children at Home 

Families of displaced homemakers in 1983 
were typically small (families are defined as re- 
lated individuals living in the same household). 
About 22 percent were in families of four or 
more people; approximately the same number 
were the sole family member in their house- 
hold (figure 10-3). As figure 10-1 indicates, the 
smallest families were generally the poorest. 
About 70 percent of the one-person families 
had incomes below $10,000 a year (1982 dol- 
lars). However, 30 percent of the |argcr fanT 
ilies (four people or more) had family incomes 
below the $10,000 level. 

. All of the 2.2 million displaced homemakers 
in 1983 were, by definition, at least 35 years 
old, and 1.36 million were over 45. Even so, 
a majority (61 percent) had children at home. 
Figure 10-4 shows the distribution of numbers 
of children living at home with a displaced 
homemaker mother. Typically, the children in 
the families were of school age. Only 3 percent 
of displaced homemakers (as defined here) had 
children under 6; for 43 percent, the youngest 
child at home was 6 to 18 years old, and for 
15 percent the youngest was over 18. 

Employment 

By definition, all of the displaced homemak- 
ers were having trouble finding satisfactory 
jobs. The Urban Institute study of displaced 



Figure 10-2.— Sources of Displaced Homemakers' 
Personal Income, 1975 
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SOURCE Jean E. Venekl, Dematra Smith Nlghtlngala, and Carolyn Taylor 
O'Brien, Employment Development Needs of Displaced Home- 
makers, report to the US. Department of Health end Humen 
Services, Administration on Aging (Washington, DC. The Urben 
Institute. 1963) 



Figure 10-3.— Family Size of 
Displaced Homemakers, 1983 
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SOJRCE. Demetre Smith Nightingale and Carolyn Taylor O'Brien. Estimates of 
the Displaced Homemakers Population, report to the Olhce of 
Technology Assessment (Washington. DC The Urban institute. 
1965). 
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Figure 10-4.— Number of Children at Home, 
Displaced Homemaker Families, 1983 

50 | 




No One Two Three Four 
children child children children or more 

children 

Number of children at home 

SOURCE' Demetra Smith Nightingale and Carolyn Taylor O'Brien. Estimates of 
the Displaced Homemakers Population, report to the Office of 
Technology Assessment (Washington. DC The Urban Institute, 
1985) 

homemakers as of 1975 was able to provide 
these det?ils about employment at that time: 
over half were underemployed, most of them 
working full time but below the minimum 



wage, and the rest working part time although 
they wanted a full-time job. Twenty percent 
had been out of work at least half the preced- 
ing year, or out of the labor force because of 
discouragement. Fifteen percent were cur- 
rently out of the labor force but intended to 
look for work within a year, and another 15 
percent were about to lose AFDC or other in- 
come related to dependent children. 

The jobs these displaced homemakers held 
(currently or recently) were by and large poorly 
paid. Forty-two percent were service workers, 
in such jobs as waitress, hotel maid, or nurs- 
ing home aide. By way of comparison, only 22 
percent of all female workers were in service 
worker jobs in 1975. Displaced homemakers 
were far less likely to have clerical jobs than 
other women workers— 17 percent compared 
with 35 percent. At the middle and top end of 
the job scale, 21 percent of all women work- 
ers had professional, technical, and adminis- 
trative jobs in 1975; only 13 percent of the dis- 
placed homemakers were in these occupations. 



NATIONAL DISPLACED HOMEMAKER PROGRAMS 



Government programs to assist displaced 
homemakers are no more than a decade old. 
California's 1975 law established the Nation's 
first program designed specifically to serve 
women who had lost their main source of in- 
come due to a husband's death, desertion, or 
divorce or to loss of eligibility for public assis- 
tance, and who consequently had to find paid 
work to support themselves and their families. 

The first Federal legislation to assist dis- 
placed homemakers was the 1976 amendments 
to the Vocational Education Act, which di- 
rected that States could use Voc Ed grants pro- 
vided by the Federal Government to meet the 
needs of displaced homemakers. Next, the 1978 
amendments to CETA specifically named dis- 
placed homemakers as facing disadvantages in 
entering the labor market, and made them a tar- 
get group for employment and training. In 
addition, for fiscal year 1980, Congress pro- 
vided a special $5 million fund under CETA 



for 47 demonstration projects serving displaced 
homemakers. 

JTPA, passed in 1982, weakened Federal as- 
sistance to displaced homemakers; it made 
services to this group optional, instead of tar- 
geting them for special attention as CETA had 
done. Two years later, however, in the Carl D. 
Perkins Vocational Education Act of 1984, 
Congress strongly increased Federal support 
for displaced homemaker programs. The new 
law authorized about $84 million in fiscal year 
1985 for Voc Ed grants that are specifically des- 
ignated for services to single parents and home- 
makers— including displaced homemakers— 
and thus opened a large new source of Federal 
funds to displaced homemaker programs. \ it 
even with the increased Voc Ed funding, Fed- 
eral support for employment and training serv- 
ices targeted directly to displaced homemakers 
remains at a very modest level for a program 
open to several million eligible people. 
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Meanwhile, by i985, 24 States had enacted 
their own laws in support of displaced home- 
makers, with 19 appropriating funds for pro- 
grams to benefit them. Although information 
about funding for displaced homemaker pro- 
grams is incomplete, it appears that State sup- 
port has grown over the past few years, and 
in 1984 was the major source of money for 
these programs. 

Levels of Service and Funding 

Exactly how many displaced homemaker 
prefects exist across the country— in commu- 
nity colleges, in vocational technical schools, 
in community-based organizations such as 
YWCAs, in city or State agencies, or in inde- 
pendent centers— is uncertain, but there appear 
to be several hundred. The Displaced Home- 
makers Network, a national information ex- 
change for the local centers, lists 425 such 
centers, but this is not a complete count. 13 It 
appears that the number of projects is expand- 
ing modestly, after a sharp decline in 1981-82. 
As figure 10-5 shows, displaced homemaker 
projects multiplied between 1978 to 1980; the 
number listed with the Displaced Homemak- 
ers Network rose from 50 to 407. With a drop 
in CETA funding in 1981, projects listed with 
the network also fell, to 337. By 1984, the num- 
ber had once more risen. 

The number of people served by the pro- 
grams each year is likewise uncertain, but is 
probably at least 100 000. Displaced homemak- 
er centers replying tc a 1984 survey by the Net- 
work reported that they serve anywhere from 
15 to 3,800 clients per year, with an average 
of 200 to 230 per program. According to the 
survey, increasing numbers of women are seek- 
ing services. A large majority of respondents 
said that both their funding and the number 
of clients they serve had risen over the previ- 
ous year. 



n The 425 centers listed by the Network are those that replied 
to a 1984 survey, which was sent to over 900 organizations on 
the Network's mailing list. OTA analyzed the survey results. Of 
the projects that replied to the survey, 364 from 46 States and 
the District of Columbia provided enough usable data that their 
reports could be included in the analysis. 



Figure 10-5.— Reported Number of Displaced 
Homemaker Projects in the United States, 
Selected Years 




1978 1980 1981 1984 

Year 

SOURCE Surveys conducted by the Displaced Homemakers Network. 



Interviews with directors of 20 displaced 
homemaker projects in the spring of 1984 
painted a less favorable picture— one of ex- 
panding demands for services but no corre- 
sponding increase in funds. 14 Sixteen of the di- 
rectors said the number of clients they served 
had grown steadily; four reported their client 
load had remained relatively stable. Economic 
conditions had something to do with the de- 
mand for services. For example, one project 
director linked the rise in number of partici- 
pants to layoffs in the steel and auto industries, 
which pushed homemakers into the breadwin- 
ner role. Four directors noted that outreach ef- 
forts were related to the growth in demand for 
services. Many displaced homemakers do not 
know that they can be defined as such, much 
less that there are programs designed to help 
them. Publicity in the community about the 
programs draws in these women. 

As for funds, about equal numbers of the 20 
project directors said their budgets had in- 
creased, decreased, or remained stable; one 
had been on a roller coaster, with budgets fluc- 
tuating between $300,000 and $40,000 over the 
past few years. Nearly all the project directors 
said there were displaced homemakers in their 
communities who were not being served, mostly 
because funds and staff were lacking. Two di- 
rectors reported that they have continued to 



,4 The interviews were conducted by the Urban Institute un- 
der contract to OTA. Results are reported in full in O'Brien and 
Nightingale, op. cit. 
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serve more clients each year as funding was 
cut, but are concerned about the quality of serv- 
ice as staff and resources are stretched thin. 
Others turned away applicants, or put them on 
a waiting list. 

The typical displaced homemaker center 
runs on very modest resources. Half of the 307 
centers which reported their levels of funding 
to the Network survey said they operated on 
$41,000 per year or less, and two-thirds on 
$62,000 or less. Only one-sixth of the projects 
reported receiving as much as $100,000 per 
year. Almost certainly, these figures are under- 
stated. Many of the projects reported only cash 
funding, omitting in-kind contributions from 
community colleges or vocational technical in- 
stitutes where they were housed. Nonetheless, 
on the whole, the survey supports the conclu- 
sion that these are lean programs, staffed by 
one or two full-time and one or two part-time 
people, with a few volunteers. 

Sources of Funding 

From the incomplete information available 
about displaced homemaker programs, it ap- 
pears that Federal funds were their mainstay 
a few years ago, that these funds declined from 
1981 to 1984, and that other sources— mainly 
special State funds— have recently been mod- 
estly increasing. With the passage of the Per- 
kins Act late in 1984, a substantial new source 
of Federal funds became available for services 
to displaced homemakers. 

In 1980, CETA was the main source of Fed- 
eral funds for displaced homemaker programs. 
As shown in table 10-2, two-thirds of the dis- 
placed homemaker centers surveyed by the 
Network in 1980 reported that CETA was a 
provider of funds for them. About one-quarter 
cited Voc Ed grants (these are generally made 
up of two-thirds Federal money and one-third 
State). Thirty-one percent named State funds. 

In 1984 the funding situation was quite dif- 
ferent. Only 16 percent of the centers reported 
receiving funds from JTPA, CETA's successor. 
Special State funds were now cited by nearly 
half the centers as a source of support, and Voc 



Table 10-2.— Principal Sources of Funding for 
Displaced Homemaker Programs, 1980 and 1984 



Funding source 


Percent of programs reporting 
funds from source 1 


1980 


1984 


Vocational education 


26% 


43% b 


CETA 


66 


N/A 


JTPA 


N/A 


16 


Special State funds. . . 


31 


48 b 


Private 0 


N/A 


37 


Foundations and 






corporations 


10 


N/A 


Other public funds 


11 


N/A 


College 


N/A 


6 


Other 


. . N/A 


25 



N/A— Not available or not applicable * 

'Percentages add to more than 100 because most programs report more than 
one source of funding. 

"About 12 to 15 programs reported what were probably Voc Ed funda as State 
funds. If these apparent misstatements were corrected, the percentages would 
be more even—State funds 44 percent and vocational education 46 percent. 

c "Private" aourcea In 1964 Included corporations, foundations, and charitable 
organizations such as United Way. 

""Other" In 1864 Included such sources as fees for services and Informal fund* 
raising activities such as bake sales. 

SOURCE' 1980 snd 1984 surveys by Displaced Homemakers Network, OTA anal* 
ysls of 19G4 survey. 

Ed funds by more than 40 percent. 15 Private 
sources— foundations, corporations, and char- 
itable organizations— had gained in impor- 
tance, and were now mentioned by over one- 
third of respondents, compared with one-tenth 
in 1980. 

The actual amounts of funding from various 
sources over the past 4 or 5 years are harder 
to pin down. The Federal Government has 
never tracked either CETA or JTPA funds to 
their destination in local displaced homemak- 
er centers, nor is there any information of this 
kind available for Voc Ed funds after the 1981- 
82 school year. From indirect evidence, it 
seems safe to conclude that JTPA/CETA fund- 
ing shrank absolutely as well as relatively from 
1980 to 1984. In the first place, CETA was a 
bigger program than JTPA. At CETA's high 
point in fiscal year 1979, appropriations were 
$10.3 billion, and were still as great as $7.6 bil- 
lion in 1981. By contrast, JTPA appropriations 



"It is probable that special State funds were somewhat over- 
reported as a source of funding and Voc Ed underreported; some 
12 to 15 of the respondents recorded what were probably Voc 
Ed funds as State-provided. If correction is made for this prob- 
able misstatement, it appears that the percentage of programs 
receiving Voc Ed funding and special State funding are about 
the same. 



ERLC 



423 



420 • Technology and Structural Unemployment: Reemploying Displaced Adults 



for 1985 were $3.8 billion. Furthermore, JTPA 
does not target displaced homemakers as CETA 
did. Nor did Congress ever add to the $5 mil- 
lion it provided for national demonstration dis- 
placed homemaker projects in 1980. Indeed, 
only 15 of the 35 national demonstration proj- 
ects operating in 1981 had obtained funds from 
other sources (mostly CETA and Voc Ed) to 
continue after the demonstration period. Dur- 
ing 1981 there was also an apparent overall de- 
cline in the number of displaced homemaker 
programs, from 407 to 337. 

By 1984, Voc Ed grants were the main source 
of Federal funds for displaced homemaker pro- 
grams. This source also probably declined in 
amount after the 1981-82 school year. Between 
1979-80 and 1981-62 (the last year for which 
data are available) the Federal share of Voc Ed 
contributions to displaced homemaker projects 
rose, from $3.1 to $4.4 million. Afterwards, in 
all likelihood, it declined, since total Federal 
Voc Ed grants (of which grants for displaced 
homemaker services were a small part) were 
cut by one-third from fiscal years 1981 to 1983. 

The Perkins Act of 1984 represents an im- 
portant change in direction. Its authorization 
of as much as $84 million in one year for serv- 
ices to single parents or homemakers (includ- 
ing displaced homemakers) makes it likely that 
Voc Ed grants will be a much larger source of 
funding for displaced hcmemakar projects than 
in the past. So far as is known, the Voc Ed 
grants for services to this group never before 
totaled more than $4.4 million per year. Al- 
though the target group for the Voc Ed grants 
is now broader, 16 it is expected that displaced 
homemaker programs will be a major recipi- 
ent. Moreover, the new law designates where 
Federal contributions are to go, in a way not 
done before. Previously, States were allowed 

"The drafters of the law used the term "homemekers" rather 
than "displaced homemakers" to give more latitude to States 
in providing services. Women who might foresee the necessity 
to find work outside the home can be helped to start training 
or a job search, rather than waiting till divorce, widowhood, or 
some other factor forces them to do so. The inclusion of "sin- 
gle parents" in the target groups opens the program more em- 
phatically to mt>r., and removes any requirement of marriage 
or dissolution of marriage, or of inexperience in the labor mar- 
ket. The effect is to open the program both to all working single 
parents and to parents {mostly mothers) on welfare. 



to use Federal Voc Ed grants for assistance to 
displaced homemakers; some cliose to give 
virtually nothing to these programs. The new 
law imposes mandatory set-asides for single 
parents r homemakers. Although displaced 
homemakers are not explicitly named in the 
set-aside, they are included in the category. 

Results from the Displaced Homemakers 
Network's 1984 survey suggest that at that time 
no more than about one-quarter of the finan- 
cial support foi displaced homemaker pro- 
grams was coming from the Federal Govern- 
ment. Table 10-3 shows the amounts and sources 
of funding reported by 307 programs in the sur- 
vey. (Comparisons with 1980 are not possible, 
because information on amounts of funding by 
source was not collected in the 1980 survey.) 
Ten percent of the programs' funding came 
from JTPA, and another 19 percent from Voc 
Ed (recall that about two-thirds of this is Fed- 
eral money). "Other" sources of funding— e.g., 
fees or informal fund raisers such as bake 
sales— were reported to provide as much mon- 
ey to these programs as JTPA. States emerged 
as the biggest contributors, providing about 
half of the projects' funds. 

These figures should not be taken too liter- 
ally. A few JTPA-funded projects were unable 
to distinguish services to displaced homemak- 
ers, so their records were not entered and their 
possible contributions went unrecorded. Also, 
JTPA was still less than 2 years old at the time 
of the survey; more recent evidence (discussed 
below) suggests that by 1985 a larger number 
of projects— but still definitely a minority- 
were able to take advantage of JTPA support. 
Moreover, some of the funds credited to spe- 
cial State funds in the survey returns may ac- 
tually be Federal block grant or revenue shar- 
ing monoy. On the other hand, States were not 
specifically credited with their share of Voc fid 
money. 

It is interesting to note that displaced home- 
maker projects which reported getting JTPA 
funding were quite heavily concentrated in a 
few States. Of the 57 projects reporting some 
funds from JTPA, nearly half (28) were in just 
four States: Ohio had nine, Kentucky eight, 
Montana six, and Wisconsin five. This suggests 
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Table 10-3.— Funding for Displaced Homemaker Programs, by Source, 1984 



Funding source 


Amount of funds 
in $1,000 


Percent 
of total 


Number of 
programs reporting 3 


Average funds per 
program in $1,000 b 


Median funds per 
program in $1,000 


Vocational education 


$ 3,787.1 


19% 


133 


$28.5 




JTPA 


2,025.3 


10 


45 


44.0 




Special State funds 


10,078.7 


51 


151 


66.7 




Private 


1,590.1 


8 


64 


24.8 




College 


278.1 


1 


19 


14.6 




Other 


2,149.6 


11 


72 


29.9 




Total 


$19,908.9 


100% 


307 


$64.9 


TTo 



* Programs reporting In this table means those that reported the amount of funds received, by source The sum of programs reporting is more than the total number 
of programs reporting, because most programs had more than one source of funds 
""Average" is the arithmetical m*an. 

c,, Private" sources Included corporations, foundations, and charitable organizations such as United Way 
SOURCE- 1984 survey by Displaced Homemakers Network and OTA analysis of the survey 



that someone in those States— possibly the 
State JTPA directors) of training projects at the 
local level— took early advantage of the options 
JTPA offers for supporting displaced home- 
maker services. 

Overall, the survey results probably give a 
reasonably accurate impression of where the 
money came from in 1984. Information from 
other sources was consistent with the survey 
findings. Six of the twenty project directors in- 
terviewed by the Urban Institute said that they 
currently had JTPA support, but of those, three 
mentioned sharp reductions in level of fund- 
ing in the changeover from CETA to JTPA. (At 
least one director, however, foresaw an oppor- 
tunity for increased funding through JTPA.) Six 
project directors also specifically mentioned 
that their Voc Ed funds had been shrinking, in 
some cases drastically. (These comments were 
made before the passage of the Perkins Act.) 

In general, States seem to have taken over 
a major role of provider for displaced home- 
maker programs. Although support has weak- 
ened in some States (e.g., California's law ex- 
pired in 1983 and was not renewed), it is rising 
in others. In the 19 States providing funds as 
of 1985, the typical contribution was something 
between $100,000 per year to $500,000, al- 
though six States provided more than $500,000 
and two over $1 million. The number of proj- 
ects funded ranged from 3 to 25. 17 

Some States have found ingenious ways to 
fund the programs. For example, Idaho, Mon- 

,7 Displaced Homemakers Network, Displaced Homemaker 
State Legislation (Washington DC: The Network, 1985). 



tana, and North Dakota have inaugurated sev- 
eral new displaced homemaker centers with 
funds derived from a tax on divorce filing fees. 
Minnesota and Washington earmark money 
from marriage licenses as well as from divorce 
filing fees. New Jersey is considering setting 
aside $1 million per year from the State lottery 
for displaced homemakers. New York has a 
funding scheme, begun in 1979, which allo- 
cates to displaced homemaker programs 
money from a special account in the State's un- 
employment insurance trust fund. (The ac- 
count is made up of interest and penalties on 
delinquent taxes due to the fund from employ- 
ers.) Contributions from this account have 
risen steadily, reaching $1.6 million in 1984- 
85. The State supports 14 displaced homemak- 
er centers from the account; threi of them 
opened in 1984. 

Some of the States with unusual sources of 
funding for displaced homemaker programs 
are considering supplementing or perhaps re- 
placing them with regular legislative appropri- 
ations, so as to have a more reliable level of 
funding. In New York, for example, the spe- 
cial UI account that funds displaced homemak- 
er projects is being depleted. Some States are 
finding that divorce filing fees are a rather 
small and irregular source of funds. 

JTPA and Displaced Homemaker Projects 

The two major sources of Federal support for 
services to displaced homemakers are Voc Ed 
grants and JTPA. Even before passage of the 
Perkins Act, Voc Ed grants were the bigger 
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contributor. With the major changes in the new 
law, Voc Ed grants are likely to assume still 
greater importance. For two reasons, however, 
access to JTPA services remains important for 
displaced homemakers. First, although there 
is a good deal of flexibility in both the JTPA 
and the Voc Ed programs, JTPA more strongly 
emphasizes job search assistance and prompt 
employment, while the primary focus of Voc 
Ed is on training. For many displaced home- 
mpkers, getting a job as soon as possible is im- 
perative. Projects that have placement as their 
central goal may serve their needs best. 

Second, despite the increased funding desig- 
nated for services to single parents or home- 
makers under the Perkins Act, the amounts in- 
volved are still relatively small for a training, 
education, and employment program open to 
millions of people. No estimate has been made 
so far of the number of single parents or home- 
makers eligible for Voc Ed programs which 
were authorized at approximately $84 million 
per year, and were funded at about $63 mil- 
lion for fiscal year 1985. The population of dis- 
placed homemakers is estimated at about 2 to 
4 million; if the two-thirds of the fiscal year 
1985 Voc Ed grants for single parents or home- 
makers were spread over this group alone, they 
would amount only to about $10 to $21 per per- 
son per year. For comparative purposes, con- 
sider the JTPA Title III program for dislocated 
workers, funded in fiscal year 1985 at $223 mil- 
lion and open to roughly 3 million workers. If 
every eligible person took advantage of the Ti- 
tle III program, the funding would amount to 
about $70 per capita. Another comparison may 
be made with the general CETA programs 
which served a population of about 16 million 
disadvantaged workers in 1980 and were 
funded at about $4 billion, or approximately 
$250 per capita. 18 

The foregoing comparisons are only illustra- 
tive. It is unrealistic to suppose that every eligi- 
ble person will be served in an employment 

"The funding of $4 billion for fiscal year 1980 refers only to 
the general training and employment programs open to all eligi- 
ble disadvantaged workers; it omits programs for special popu- 
lations such as the Job Corps and the Native Americans, migrant 
and seasonal farmworkers, and dislocated workers programs. 
Total CETA funding in 1980 was $8.1 billion. 
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and training program. (In fact, about 1,377,000 
disadvantaged workers participated in CETA's 
general employment and training programs in 
1980, at a cost of approximately $2,900 per per- 
son. Under JTPA Title III, 132,200 workers par- 
ticipated during the 1984 program year, June 
1984-July 1985, at a cost of $895 per worker.) 
The point remains however, that despite the 
remarkable new infusion of Federal funds for 
services to displaced homemakers in the Per- 
kins Act, funding for these programs is rela- 
tively thin. 

By early 1985, it appeared that use of JTPA 
funds to support services to displaced home- 
makers might be increasing, but was still not 
a principal source of support. In the first 
months of that year, the Displaced Homemak- 
ers Network queried the 425 projects listed in 
its directory on their experiences with JTPA. 
Replies came from 176 projects, of which 55 
reported that they had JTPA-funded contracts 
and 121 said they had not. 18 This compares 
with replies to the Network's 1984 survey the 
previous year, in which 355 projects reported 
sources of funding and 57 said they got some 
funds from JTPA. 

The amount of JTPA money devoted to serv- 
ices for displaced homemakers in the 55 proj- 
ects is uncertain, because only one-quarter of 
the projects' contracts served displaced home- 
makers exclusively; three-quarters served other 
clients as well. About half the projects reported 
they were serving small numbers of displaced 
homemakers— l to 20 over the life of the con- 
tract, which was usually a year. Figure 10-6 
shows the distribution of dollar amounts of 
JTPA contracts in the 55 projects, and figure 
10-7 the distribution of numbers of displaced 
homemakers served. 

These data indicate that the typical JTPA- 
funded project serving displaced homemakers 
serves other clients as well. This works well 
for some displaced homemakers but, as dis- 
cussed later in this report, many of these 
women benefit from services designed ex- 



"Displaced Homemakers Network, Services to Displaced Viome* 
makers UndetJTPA, Preliminary Figures 4/85 (Washington DC: 
The Network, 1985). 
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Figure 10 b.— Services to Displaced Homemakers 
Under JTPA Contracts, Dollar Amount of Contract 
and Women Served, April 1985 
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Figure 107. —Services to Displaced Homemakers 
Under JTPA Contracts, Numbers Served, April 1985 
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pressly to meet their needs. Unlike workers dis- 
placed from factories or offices, a great many 
displaced homemakers lack recent work ex- 
perience; often they are less confident, and less 
attractive to employers, than someone with a 
long stable history at a paid job. The sudden 
loss of personal and financial support that dis- 
placed homemakers have undergone can also 
compound the job readiness problem. They 
may do better in special projects than in larger 
mainstream employment and training projects, 
or in general women's programs. So far, most 
JTPA-fimded projects do not serve displaced 
homemakers as a special group. 

A serious eligibility issiK- arises in the use of 
JTPA Title IIA funds for displaced homemak- 
ers. The Title IIA program is intended primar- 
ily to serve economically disadvantaged peo- 



ple; the problem is how to serve displaced 
homemakers who do not qualify as economi- 
cally disadvantaged. According to the law, the 
term economically disadvantaged includes 
people who are on welfare or receiving food 
stamps, or whose family income in the previ- 
ous 6 months was either below the federally 
established poverty level, or was no more than 
70 percent of the lower living standard income 
level (whichever was higher). Often a newly 
displaced homemaker's family income for the 
previous 6 months, when she still had her hus- 
band's income support, is too high to meet ihe 
JTPA requirement. Even though her income 
may have been drastically reduced by the time 
she applies for s?rvices, she is still ineligible. 
Also, many displaced homemakers need as- 
sessment, counseling, and job search assistance 
services even when their income continues to 
exceed the JTPA limits. 

It is possible to serve people who are not eco- 
nomically disadvantaged under JTPA. Title III, 
for displaced workers, has no income limits; 
but the definition of displaced worker in the 
act does not necessarily and obviously extend 
to displaced homemakers. Several States do 
serve displaced homemakers under Title III, 
reasoning that many of them fit the definition 
of long-term unemployed. (See ch. 5 for a dis- 
cussion of eligibility for Title III programs.) 
Florida has even included Title III services to 
displaced homemakers in the 2-year coordina- 
tion plan that States must submit to qualify for 
JTPA funds. Florida's plan allows increased 
costs per placement for displaced homemak- 
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ers, taking into account their needs for more 
extensive training and services. 20 

Title HA, which has the largest appropria- 
tion of any part of the law, makes some provi- 
sion for people who are not economically dis- 
advantaged, but face employment barriers. 
Roughly 10 percent of Title IIA funds can be 
spent for service to these groups. Displaced 
homemakers are among the 10 groups named 
in the law as examples of those eligible for the 
10-percent-window money. Anecdotal evi- 
dence suggests that although some States are 
in fact using the 10 percent money to serve 
hard-to-employ groups (including displaced 
homemakers), most are not. Instead, they are 
saving the money to pay back the Federal treas- 
ury in case any of the people they have already 
served as eligible are disallowed on audits. Peo- 
ple who are above JTPA's low-income level 
may also qualify for a portion of the employ- 
ment and training services which State educa- 
tion agencies provide with JTPA money, under 
cooperative agreements with JTPA agencies. 
Some States (Wisconsin is an example) have 
taken an active lead in using this education set- 
aside money for service to displaced home- 
makers. 

Theoretically, all displaced homemakers, 
without regard for income, were eligible for— 
but not necessarily entitled to— JTPA Title IIA 
programs that were funded at about $177 mil- 
lion in fiscal year 1985. The remainder of the 
general program for disadvantaged adults and 
youth, funded at $1.5 billion, was also open to 
those meeting the income limits. Some services 
under Title III, funded at $223 million in 1985, 
were also available to displaced homemakers, 
without regard to income. The JTPA funds ac- 
tually spent on services to displaced homemak- 
ers is not known, but is surely no more than 
a small fraction of these amounts. As table 10- 
3 shows, projects replying to the Displaced 
Homemakers Network 1984 survey reported 
receiving $2 million in JTPA funds. This fig- 
ure is undoubtedly too low; many projects did 



"Paula Roberts, Center for Law and Social Policy, memoran- 
dum to People Interested in Women and JTPA on an analysis, 
by the Coalition on Women and JTPA, of the Governors' JTPA 
Coordination Plans for Program Years 1984-86. 



not report amounts of funding, and also JTPA 
was a new program in 1984. However, the Net- 
work's 1985 survey on experiences with JTPA 
indicated that it was still true that only a mod- 
erate number of displaced homemaker proj- 
ects, and a modest amount of services, were 
paid for by JTPA funds. 

In interviews, directors of local displaced 
homemaker projects repeatedly mentioned the 
low-income requirement as a drawback of 
JTPA funding. They added that in some States 
restrictive definitions as to who is a displaced 
homemaker puts up more barriers to entry to 
JTPA projects. (The Federal Government leaves 
it to the States to define displaced homemak- 
ers, both for the Voc Ed program and JTPA.) 
One displaced homemaker center reported that 
it sent 200 income-eligible women to a JTPA 
Service Delivery Area for employment and 
training assistance, and only 17 were enrolled, 
because the State definition of displaced home- 
maker was so restrictive as to how much the 
woman could have earned over the past few 
years. 21 

Answers to the Network's 1985 survey offer 
additional insights into why more projects do 
not tap into JTPA as a source of funding. Of 
the 121 projects which reported they had no 
JTPA contracts, 11 had tried for one and been 
turned down. The rest did not bid. The reason 
most commonly given was lack of informa- 
tion—a feeling of being too far removed from 
the local JTPA system to try for funds. The 
main reasons given by the 110 projects which 
did not bid, and the numbers of projects giv- 
ing the reasons, are as follows: 22 

• Lack of information: our project is not suf- 
ficiently tied into the local JTPA system 
(39). 

• Displaced homemakers not targeted: the 
Private Industry Councils (PICs) which are 
responsible for direction of local JTPA pro- 
grams are not funding programs for spe- 



"Information provided by Displaced Homemakers Network. 

"Displaced Homemakers Network, Services to Displaced Home- 
makers Under JTPA, Preliminary Figures 4/85 {Washington DC: 
The Network, 1985). 
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cial populations but are "mainstreaming" 
service delivery instead (36). 

• Services not being funded: PICs are giv- 
ing contracts for vocational skills training, 
which is not our project's focus (30). 

• Eligibility: displaced homemakers are not 
being served under the 10 percent "win- 
dow" for people who face barriers to em- 
ployment but are not low income (29). 

• Performance-based contracts: Many JTPA 
contracts do not pay the contractor until 
the client is placed in a job, but our project 
cannot wait that long to be paid (22). 

• Community-based organizations: these or- 
ganizations, which often provide services 
specifically designed for displaced home* 
makers, are not getting contracts (20). 

• Eligibility: displaced homemakers are not 
qualifying as economically disadvantaged 
(19). 

• Performance standards: the job placement 
rate set by the U.S. Department of Labor 
for JTPA training, and adapted by States, 
is too high (16). 

The Perkins Act and Displaced Homemakers 

Under the Perkins Act Federal Voc Ed grants 
may continue to be a larger and more reliable 
source of funding for displaced homemaker 
programs than JTPA. In the Perkins Act, Con- 
gress unequivocally designated funds for the 
use of single parents or homemakers, includ- 
ing displaced homemakers. Two programs un- 
der the act have mandatory set-asides for this 
group: 

• 8.5 percent of basic grants to States— the 
major program funded by the act, author- 
ization of $835 million for fiscal year 1985 
and funded by Congress at $783 million— 
must be spent for services to single par- 
ents and homemakers; 23 and 

• 50 percent of the services in a new, smaller 
program to encourage retraining and re- 
employment of adults— authorization of 
$35 million but not funded by Congress in 



"Up to 7 percent 0 f basic State grants may be used for State 
administration expenses. Of the balance remaining, 57 percent 
is designated for specific uses, including the 8.5 percent for single 
parents and homemakers. 



fiscal year 1985— must be delivered to sin- 
gle parents and homemakers. 

In addition to the programs that can directly 
benefit displaced homemakers, two more pro- 
visions of the act are of particular interest: 

• 3.5 percent of basic State grants must go 
to sex equity programs, which are de- 
signed to eliminate sex bias and stereotyp- 
ing in vocational education, to help pre- 
pare young women for well-paying jobs, 
and to help prevent the emergence of more 
displaced homemaker problems in the fu- 
ture; and 

• community-based organizations, which 
often serve displaced homemakers very 
effectively, may get special funding— author- 
ized at $15 million but not funded by Con- 
gress in fiscal year 1985— to provide Voc 
Ed support programs. 

The women's programs in the Perkins Act- 
both the set-asides for single parents and home- 
makers and the sex equity programs for girls 
and young women— are tied very specifically 
to the goal of helping women overcome bar- 
riers to entering or reentering the job market. 
To make use of set-aside grants, displaced 
homemaker projects presumably will not have 
to compete with other worthy aims or target 
groups, nor will they have to persuade skepti- 
cal PICs or State JTPA managers that there is 
a place for employment and training projects 
designed to meet the particular needs of former 
homemakers. That, at least, is how the program 
is supposed to work. In reality, there may be 
some hitches. 

When the Perkins Act was under considera- 
tion by Congress in 1984, most State directors 
of vocational education strongly opposed des- 
ignation of specific uses for Federal Voc Ed 
grants. They much preferred contributions on 
the block grant model. In the event, however, 
Congress reserved 57 percent of basic State 
grants for cpecific uses. Targeted groups and 
programs, besides single parents and home- 
makers and sex equity programs, are the eco- 
nomically disadvantaged (22 percent of basic 
State grants), adults (12 percent), the handi- 
capped (10 percent), and criminal offenders in 
correctional institutions (1 percent). 
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In 1985, States were still sorting out how to 
comply with these designations. Some State 
Voc Ed administrators were planning to estab- 
lish or add support for projects designed to 
serve displaced homemakers. In others, it was 
not yet clear what the response would be to the 
law's requirement that States use the specified 
part of their Federal grants to "meet the spe- 
cial needs" of single parents or homemakers. 

Overall, despite some initial confusion or re- 
luctance on the part of some education officials 
to change past ways of allocating funds, the 
Perkins Act undoubtedly opens new opportu- 
nities to projects serving displaced homemak- 
ers. Despite the broadening of the population 
to be served, to include single parents as well 
as homemakers, there is little qub^l;on that 
States will have more Voc Ed funds than ever 
before to serve displaced homemakers. A Mary- 
land official reported, for example, that her 
State was allocating $100,000 of Federal Voc 
Ed funds to adolescent parents— but was re- 
serving $867,000 for displaced homemakers, 
for whom no more than $200,000 had ever been 
available in any year before. 

Congress appropri .ed $782.5 million for ba- 
sic State grants under the Perkins Act for fis- 
cal year 1985; about $63 million of this was set 
aside for services to single parents and home- 
makers. Congress did not provide funds in fis- 
cal year 1985 for the new adult training and 
employment program authorized under the act, 
half of which would be directed to serving sin- 
gle parents and homemakers, nor did it pro- 
vide the special funding for community-based 
organizations. 

Opportunities Under the New Law 

Various sections of the Perkins Act spell out 
a broad range of fundable activities. In one 
place or another, it authorizes the use of Fed- 
eral grant money to provide most of the serv- 
ices that displaced homemqker program direc- 
tors see as necessary for their clients. The main 
purpose of the law, however, is to support vo- 
cational training, and it is training that receives 
most emphasis. The bulk of Federal Voc Ed 
funds are provided in basic grants to the States, 



of which 8.5 percent (after a deduction for State 
administration costs) is reserved for single par* 
ents and homemakers. States may vzc this por- 
tion of basic grants only for the following pur- 
poses: 

• paying for vocational education and train- 
ing, including basic literacy instruction, 
that will furnish single parents and home- 
makers with marketable skills; 

• making grants to educational agencies and 
postsecondary schools to expand vocational 
education services to single parents and 
homemakers, so long as the expansion will 
result in providing marketable skills to the 
target group; 

• making grants to community-based orga- 
nizations that have proven their ability to 
provide effective vocational education to 
single parents and homemakers; 

• assisting single parents and homemakers 
with child care and transportation ex- 
penses; 

• scheduling programs to be more accessi- 
ble to single parents and homemakers; and 

• providing the target group with informa- 
tion about the vocational education and 
support services open to them. 

The basic State grants that are not specifi- 
cally designated for target groups may be used 
for many other purposes related to vocational 
education, such as: 

• counseling, including self-assessment and 
career planning and guidance; 

• placement services for students who have 
successfully completed vocational educa- 
tion programs; and 

• stipends for students who have "acute eco- 
nomic needs" which cannot be met under 
work-study programs. 

The new program in the Perkins Act (author- 
ization of $35 million) which offers special en- 
couragement for adult training, retraining, and 
employment development programs was not 
funded. 24 This program was designed with an 

"In a supplementary appropriations bill passed in August 1985, 
the Senate voted to appropriate $15 million in fiscal year 1985 
for the adult training and employment program, but the House 
did not, and the provision was dropped in conference. Congress 
did not fund this section of the act for fiscal year 1986. 
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emphasis on cooperation with employers and 
placement in jobs, and half of it is designated 
for single parents and homemakers. Among the 
services this new program may support, if and 
when it is funded, are: 

• education and training programs designed 
cooperatively with employers, such as 
apprenticeships, on-the-job training, cus- 
tomized training; 

• entrepreneurship training; 

• counseling and job search assistance; and 

• information and outreach to encourage 
participation by eligible adults, especially 
women, older workers, people with limited 
English proficiency, the handicapped, and 
the disadvantaged. 

Finally, the Perkins Act emphasizes training 
for young women in secondary and postsec- 
ondary schools in nontradition .1 occupations, 
setting aside 3.5 percent of basic State grants 
for the program. The purpose is to give young 
women an alternative to low-paid, traditionally 
female jobs. 

Although displaced homemaker projects using 
Voc Ed funds are usually located in commu- 
nity colleges or vocational-technical institutes, 
they do not have to be. For example, some com- 
munity-based organizations, such as the YWCA, 
receive Voc Ed funding for displaced home- 
maker projects. Although the Perkins Act au- 
thorizes special funding (up to $15 million in 
fiscal year 1985) for Voc Ed support programs 
to be provided by community-based organiza- 
tion s> Congress did not fund this part of the 
act in fiscal year 1985. 25 Even when the sec- 
tion is funded, States are not required to de- 
liver services through community-based orga- 
nizations. One service authorized by the Perkins 
Act which does not seem a likely candidate for 
funding by States is stipends to Voc Ed stu- 
dents. The 1976 Voc Ed law, which the Per- 
kins Act replaced, specifically named displaced 
homemakers as possible recipients for sti- 
pends, but very few were ever provided by the 
States. 

"Although Congress did not provide funds for support serv- 
ices to be offered by community»based organizations in fiscal 
year 1985, an appropriation of $7.5 million was voted for fiscal 
year 1986, and was signed into law. 



The law requires that every State receiving 
Voc Ed grants designate one person to admin- 
ister the program for single parents and home- 
makers and the sex equity program, and spend 
at least $60,000 per year for administering the 
women's programs. In most States, the admin- 
istrator is the Sex Equity Coordinator, a mid- 
dle-level official in the State Voc Ed hierarchy. 
How much real authority this official is given, 
and how effectively she or he uses that author- 
ity, will determine to a considerable degree 
whether the opportunities the law opens up are 
realized. 

Altogether, the list of services that may be 
offered under the new Voc Ed act is impres- 
sively broad and flexible, yet the focus on voca- 
tional training is clear. The services most 
prominent in JTPA— training in job search 
techniques, job development and job matching, 
on-the-job-training— are not emphasized to a 
great extent except in the new adult training 
program which was not funded in fiscal year 
1985. Relocation assistance is not offered at all. 
Neither is education toward an academic de- 
gree. The fact that most displaced homemak- 
er projects funded by Voc Ed funds are physi- 
cally located in educational institutions, and 
often are run by someone on the school's staff, 
probably discourages many displaced home- 
makers who urgently need a job from applying 
for services. JTPA, insofar as it serves dis- 
placed homemakers, plays a different and com- 
plementary role. 

Data Collection 

An issue of special concern to Sex Equity 
Coordinators in 1985, as States were gearing 
up to implement the new law, was data collec- 
tion. Information about displaced homemak- 
ers and programs set up to serve them is ex- 
tremely deficient. In 1976 the Women's Bureau 
of the Department of Labor attempted a nation- 
wide count of displaced homemakers, and the 
1983 report of the Urban Institute for the U.S. 
Department of Health and Human Services, 
Adr inistration on Aging, made another na- 
tional estimate, with additional information on 
services available to displaced homemakers. As 
mentioned, the estimates developed for OTA 
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for four selected years from 1975 to 1983 are 
the only existing national estimates covering 
more than 1 year. In addition, many States 
have no idea of how many displaced homemak- 
ers they have, or the extent of services that may 
be needed. 

Systematic evaluations of displaced home- 
maker programs— some of which are over 10 
years old— do not exist. Even noncomparative 
reports on outcomes of individual projects- 
how many participants went into training, how 
many got jobs, what kind of jobs at what kind 
of wages— are scarce. Studies of program im- 
pacts, similar to those for displaced workers 
served under the Manpower Development and 
Training Act of 1962, or for disadvantaged 
workers under CETA, have never been done. 
The largest study in existence was descriptive, 
not evaluative; it gave an account of the na- 
tional demonstration displacement homemak- 
er program (consisting of 47 projects) funded 
under the special CETA demonstration grants 
in 1980. 26 

The Perkins Act does not contain specific re- 
porting requirements about single parents and 
homemakers. It requires that States submit to 
the U.S. Secretary of Education a vocational 
education plan, initially covering 3 years and 
afterwards 2 years, which includes an assess- 
ment of the special needs of target groups, and 
assurances that the State will comply with the 
requirements of the law in meeting those needs. 
The U.S. Department of Education does not re- 
quire any reports, other than the general assur- 
ances contained in the State plans, on what 
States are doing to serve single parents and 
homemakers. 

The Perkins Act directs the Secretary of Edu- 
cation to conduct applied research on aspects 
of vocational education specifically related to 
the act, including effective methods for pro- 
viding quality vocational education to single 
parents or homemakers (among other target 
groups). In 1985, the Department of Education 



"Deborah Kogan, Lois Greenwood, and Mary Vencill, Assess- 
ment of the National Displaced Homemaker Program: A Cross- 
Project Analysis (Berkeley, CA: Berkeley Planning Associates, 
1981). 
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had no plans to carry out a study of this kind. 
The department must conduct a long-term na- 
tional assessment of vocational education un- 
der the act (including services to targeted 
groups), but the final report is not due until Jan- 
uary 1, 1989, 9 months before the expiration 
date of the Perkins Act. 

Meanwhile, many of the State Sex Equity Co- 
ordinators see an urgent need for systematic 
collection of information on how many peo- 
ple qualify for services under the women's pro- 
grams, how many actually are served, what 
their characteristics are, and what happens to 
them after they receive education, training, and 
employment assistance. The coordinators see 
these data as essential for writing State reports, 
at the end of the first 3-year planning cycle, to 
explain to Congress the effects of the new law, 
and the new emphasis on service to single par- 
ents and homemakers. Accordingly, at their 
1985 annual meeting (which they organized 
and convened themselves) a group of State 
coordinators laid plans for an unprecedented 
program of consistent, nationwide data gather- 
ing. The Voc Ed departments of the cooperat- 
ing States will pay for the program, which is 
being developed under the leadership of the 
Maryland and Wisconsin Sex Equity Coordi- 
nators. 

The Maryland Department of Vocational 
Education has set aside funds for developing 
a computer program which will include these 
major items: 

• a count of single parent/homemaker/women 
clients, including those in regular voca- 
tional education classes (so far as possible) 
as well as those in special programs; 

• a profile of clients, including factors such 
as age, education, amount and source of 
income, number and age of children, ado- 
lescent parentage; 

• an account of the services the client re- 
ceives—what type, how often, how many 
hours of service; 

• outcomes after service, including details 
on quality of employment such as wages, 
occupational category, full- or part-time 
work; and 

• a 1-year follow-up on outcomes. 
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Maryland officials expect the system to be 
in place by July 1, 1986, and anticipate that at 
least 30 States will buy into the program. The 
result will be a rich and consistent set of data 
covering many if not all States. 

At the same time, the national Displaced 
Homemakers Network is offering to every State 
a relatively inexpensive service, worked out 
with the U.S. Bureau of the Census and based 
on the 1980 census, to provide a profile of sin- 
gle parents and homemakers within the State 
—and within Metropolitan Statistical Areas if 
desired. Characteristics of the population to be 
covered include age, race, education, income, 
type of displacement, number of dependent 
children, and labor force participation. 

Definition of Displaced Homemakers 

In the Perkins Act, "homemaker" is defined 
as an adult who has worked as an adult pri- 
marily without renumeration to care for the 
home and family, and for that reason has di- 
minished marketable skills. The law adds, how- 
ever, that the U.S. Secretary of Education may 
not prescribe the manner in which the States 



comply with "the application of the definition." 
The law further specifies that State plans shall 
provide assurances that in serving single par- 
ents and homemakers, the State will empha- 
size assistance to those with the greatest finan- 
cial need; and in serving homemakers the State 
will give special consideration to "homemak- 
ers who because of divorce, separation, or the 
death or disability of a spouse must prepare for 
paid employment.'* This is the guidance the 
law provides as to who gets service as a "home- 
maker, " and who is at the front of the queue. 

Since the Perkins Act is barely in operation 
yet, it is hard to say whether differences in 
State definitions of homemakers will make for 
marked differences among States in who gets 
served. As noted above, anecdotal evidence 
suggests that differences in definition are im- 
portant in determining who receives services 
under JTPA. In some States it is proving quite 
difficult for displaced homemakers to get assis- 
tance under JTPA, because even if they pass 
the hurdle of income qualification, they may 
still not meet a restrictive State definition of 
displaced homemaker. 



DESIGN AND PERFORMANCE OF DISPLACED HOMEMAKER PROJECTS 



Displaced homemakers entering the job mar- 
ket need all the same services as workers dis- 
placed from paid jobs, and often more. Gener- 
ally, these women lack the long stable work 
history of displaced workers, and some have 
no work experience at all outside the home. 
A substantial number (about 15 percent) are 
mothers receiving public assistance who are 
about to lose their eligibility because their last 
child is nearing the age of 18. Some of these 
women are seriously handicapped in getting 
a job because of lack of skills or education. 
Other displaced homemakers have held good 
jobs or had an excellent education, but their 
skills may be rusty or obsclete, or they may lack 
confidence after a long spell out of the job mar- 
ket. Many who have developed valuable skills 
in volunteer jobs need help in exploiting those 
skills for a paid job. In addition to the practi- 



cal difficulties of finding work, many displaced 
homemakers mu cf struggle with feelings of 
abandonment and personal inadequacy. The 
majority have gone through divorce or sepa- 
ration, or are widowed. 

Anecdotal evidence suggests that the dis- 
placed homemaker projects of the last 10 years 
have helped many of these women gain confi- 
dence, learn job search skills, get training, and 
find jobs. Be aase systematic studies of the 
project results are lacking, this kind of evidence 
is the best we have. Likewise, knowledge about 
what program elements are most important 
and successful in assisting displaced home- 
makers comes mostly from accounts of women 
whc went through the programs and observa- 
tions of project directors. The national Dis- 
placed Homemakers Network, which is in 
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touch with hundreds of individual projects 
throughout the country, has distilled informa- 
tion on what constitutes a comprehensive pro- 
gram of services to displaced homemakers (see 
box 10-A). State officials dealing with displaced 
homemaker programs (often the Sex Equity Co- 
ordinators in the States' vocational education 
systems) are also sources of information on 
what works best in helping these women find 
adequate jobs. 

OTA has added s )me recent informed obser- 
vations to these accounts. In 1984, an OTA con- 
tractor interviewed by telephone 20 directors 
of selected local displaced homemaker projects 
throughout the country, discussing the kinds 
of services the projects offer and their effec- 
tiveness. Although they were not a true statis- 
tical sample, the projects were of different 
types and sizes in a variety of geographic loca- 
tions. OTA's contractor also conducted brief 
telephone interviews with the person respon- 
sible for overseeing displaced homemaker pro- 
grams (usually the Sex Equity Coordinator) in 
each of 16 States. Another source of informa- 
tion about the operation of displaced home- 
maker projects is the 1984 survey conducted 
by the Displaced Homemakers Network and 
analyzed by OTA. 

From these various sources it is possible to 
draw a few conclusions, at least tentative ones, 
concerning displaced homemakers and the 
programs designed to serve them. 

Characteristics of Displaced 
Homemaker Projects 

In size and structure, the projects vary a great 
deal. The range of funding among programs 
in the Network's survey is from $2,000 per year 
to $862,000, and clients served range from 14 
to 3,800. In some States (e.g., Texas and Okla- 
homa), services are offered mostly through 
the State vocational-technical school systems. 
Others fund programs in many kinds of organiza- 
tions, including women's groups and YWCAs. 
Some, like New York and New Jersey, encour- 
age the development of special purpose proj- 
ects targeted to such groups as Hispanics, Hait- 
ians, rural women, and older women. Some 



concentrate on outreach. For example, Wiscon- 
sin makes special efforts to reach women on 
Indian reservations and in black neighbor- 
hoods. Washington State has a toll-free num- 
ber where women can call for help. 

The greatest points of similarity among these 
projects are in defining the clients they wish 
to serve— women whose main job has been 
homemaker but must now take on the role of 
family provider— and in providing the special 
help that their clients need to bridge the gap 
between home and work. 

Location of Project 

Half of the projects in the survey were lo- 
cated in educational institutions— community 
colleges or vocational-technical schools— where 
they could draw directly on the educational 
and training programs of the host institution. 
Community-based organizations such as wom- 
en's centers or YWCAs housed approximately 
one-quarter of the projects. The rest described 
themselves as "independent" or "other" (e.g., 
a university counseling program, or a State 
agency). 

Characteristics of Clients 

The population is quite diverse. The 20 c - 
rectors of local projects reported in interviews 
thai the age of their clients ranges from 16 to 
67, with the majority between 35 and 55. The 
average age tends to be lower in the south and 
in rural areas, where women tend to marry 
younger. According to half of the project di- 
rectors, their typical client has a high school 
education. Others reported a wide range of 
education, some serving clients who mostly 
have some college or a degree, and others serv- 
ing disadvantaged women, half of whom have 
not completed high school. The clients also 
come irom all kinds of economic backgrounds, 
from poverty to affluence. However, at the time 
these women come to the projects for assis- 
tance, most are trying to survive on very low 
incomes. The aftiu?nce is usually former, not 
current. 

Project directors consider it important to of- 
fer services that are comprehensive and flexi- 
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Box 10-A.-Comprrfien.iv. Services to Displaced Homemakers: 
A Policy Statement by the Displaced Homemaken Network 

beatnZ^nte-^?^ * dia f l&c ^ ^ineniaker P«>gra™ over the last 10 years agree that the 
best programs offer a wide range of services, tailored to the special needs of displaced homemakers 
Si??"? 8 for « mo8 *5>« 8o*I of job placement. In the absencVof systematicevSuation^ T Tobser- 
vahons of experienced project directors are the best guide to what works i "th^rS™! and 
what is less effective The national Displaced Homemakers Natwork, ftrough t tts contactf wS'hun 

project and its familiarity with their experience, has comp flLdVXSSiS 
elements an outstanding program should include. OTA's research confirmsTat most of XfLe l\l 

T^tSEZl!" 3 weU - roun I ? ed P^ram: many of them are diScussTd intne tS of tibis chat 
ter. There follows the program policy statement of the Network: 

n»,J)?L DiSplaCed ^° n J e .? ak f r8 Network believes that a comprehensive displaced homemaker oroaram 

raciai/ethnic/age distribution of the displaced homemakers in the geographic area bains served- in ru 

fSSMT Pr08ramm,n8 ^ 4 » J ™ * dispfacKme'n^; 

" ^^^r^ 011, PrOC8du J ? 8 «co«ni«» the lack of confidence common to displaced homemakers 
and the need for an immediate positive experience; orientation procedures mat proWde TsoS 

• Assessment and Testing. A balanced use of interest inventories, skill testing work samples «w„ 
tional assessments, employabflity development plans, and other \JS^^^^!iMZ 

Son^X™^^ and 1 ff r80nal Unmaking, and Ae identmca 

b!r force developed in homemaking, child-rearing, and volunteer work to the paid la- 

" r*!!? r/E J UC '" 0 ^ Conm * ,,n »- Activities and resources presenting a broad range of career and educa- 
.onal options ,n the context of local labor market data, and incIudhTg informSaboutTont^^^^^ 

iiSKsst basic education • hi8h scho ° i equiva,ency - fin8ndai ssssss^ 

• Life Skill Development Workshops on assertiveness training, single parenting, short- and lona-ranoe 

• Pre-Employment Preparation. ActiviUes to prepare for finding and keepina a job such as nrenarinB 

rr t e ;M handlin8 ~- aEd ~ teXS 

" HSiJ* V * l0Pm " , , t/P1 * Mment J 0u , tr " ch »o potential employers, advocacy with employment services 
d up£rt ro8ram P ,acemrat ' ^ed Job clubs, assisted sel&acement; adequate folffupTd ^ 

" !5^" { Mai ^ 8emt,,t S ^ ffina that reflects the racial/ethnic composition of the geographic area served 
m? f onfer displaced homemakers at all levels; appropriate manageZ ffi£uon^£ 
?1™ i? "^r 8 Clle ?, t me ' "t'ooothly compilation of data on cHent characteS and 
program results; public information activities to educate potential employers and the aenerai oubTic 

counUbSuy h ° memaker8 needB •*» * a PP'°P ria * ™»8« with other agencies;*^ ME 
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ble enough to meet the needs of many types 
of clients; most do not offer separate program 
components for different subgroups. There are 
exceptions however. Three projects have set 
up separate counseling and support groups for 
widows and for divorced or separated women. 
The groups did not work well together. Widows 
were offended by the other women's negative 
attitudes about their former husbands, and 
tended to drop out of the program, until they 
were given a group to themselves. 

A few projects have recently begun special 
programs, usually supported by State funds, for 
women who are receiving Aid to Families with 
Dependent Children (AFDC, or welfare). One 
center in Texas is providing intensive pre- 
vocational and job training for AFDC mothers. 
Another in Massachusetts is sponsoring a pro- 
gram for welfare mothers who never com- 
pleted high school which combines personal 
and job-related counseling with classroom in- 
struction in general educational development 
(GED), leading to a high school diploma. 

Most of the project directors felt the need to 
reach out more effectively to groups of dis- 
placed homemakers who are not being ade- 
quately served, especially rural and minority 
women. A project in Connecticut was able to 
involve Hispanic women in project activities 
through a Hispanic outreach counselor. Other 
project directors expressed a desire for bi- 
lingual counselors, and also for staff who can 
reach black and other minority women who 
might not know about the projects, or might 
be reluctant to go for help to a white, subur- 
ban college campus. 

Rural women are not only hard to reach, but 
have special needs for service. Many have no 
local public transportation and few if any lo- 
cal job opportunities. Some may benefit from 
special assistance in creating their own jobs 
or businesses. 

Eligibility 

Most cf the project directors interviewed re- 
ported that their eligibility requirements for 
clients are informal. The Network's survey un- 
derscored the point: only about half the re- 
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spondents reported any eligibility require- 
ments. If limitations existed, the ones most 
frequently cited were that the client had spent 
some years primarily as a homemaker, and had 
lost her main source of income support. Some 
projects responded that participants had to 
meet either a definition laid down by a State 
law, or requirements of a funding source. 

As discussed previously, clients of projects 
funded under JTPA usually have to meet the 
economically disadvantaged criterion which 
applies to Title IIA programs. Several of the 
project directors who receive funding from 
JTPA expressed concern because they have to 
turn away displaced homemakers in need of 
assistance who do not fit the definition. Despite 
the exceptions under JTPA to the income limi- 
tations, projects that have JTPA funding are 
bound by the terms of their individual con- 
tracts, which may not make any exceptions. 
Under the Carl D. Perkins Vocational Educa- 
tion Act, Federal funding to displaced home- 
makers has no income limitations, although 
States in their vocational education plans must 
provide assurance that they are serving dis- 
placed homemakers who are in financial need. 

Services Offered and Their Effectiveness 

The range of services provided by different 
displaced homemaker projecis varies from 
counseling and referral only to c~ nprehensive 
multi-component programs which cover all 
aspects of the home-to-work transition, from 
intake and assessment to follow-up after place- 
ment in a job. As a guide to project managers, 
the national Displaced Homemakers Network 
has compiled a comprehensive list of the serv- 
ices that it considers to meet the unique needs 
of displaced homemakers (see box 10-A). 

Services provided in displaced homemaker 
programs overlap and interconnect, but for the 
sake of simplicity can be grouped as follows: 

• Personal counseling: includes one-to-one 
or group counseling, peer support groups, 
and workshops on self-awareness and as- 
sessr ent. 

• Job readiness: includes skills and aptitude 
assessments, job counseling, academic 
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counseling, provision of labor market in- 
formation, referrals to other local job 
search agencies, assistance in preparing 
resumes and filling out job applications, 
and mock interviews. 

• Education and training: includes courses 
in brush-up on the basics, GED prepara- 
tion, English as a second language, onsite 
skills training, on-the-job training, work ex- 
perience, career internships, and referral 
to educational or training programs. 

• Job placement: includes maintenance of 
job banks, job development, job matching 
and referrals to local job openings, and 
follow-up. 

• Support services: includes seminars on 
topics of practical interest (e.g., money 
managerru at, taxes, insurance], child care, 
transportation assistance, emergency loans, 
training stipends (if any are available), and 
scholarship funds. 

Most of the 20 project directors agreed that 
a comprehensive program including every- 
thing but onsite training is ideal, but the 
majority had neither the staff nor funding to 
do it all. They had to save their efforts for what 
they could do best, and what they believed to 
be most successful. Most did not claim to know 
what works best for their clients. In the absence 
of any national full-scale program evaluations, 
they rely on their own experience (the majority 
of the projects are 5 or 6 years old) and the ex- 
perience of others, which they share through 
regional conferences and through the Dis- 
placed Homemakers Network. 

There follow some notes on how services to 
displaced homemakers may het delivered most 
effectively, based on the observations of these 
experienced project directors plus the findings 
of a few studies 27 and year-end reports from 
a few States with displaced homemaker pro- 
grams of their own. 



"See especially Kogan, et al., op. cit. the descriptive study 
of the 47«project national demonstration displaced homemaker 
program. 



Personal Counseling 

Nearly all of the program directors empha- 
sized the importance of this component; all of 
them offer it. The Berkeley Planning Associ- 
ates study of the national demonstration dis- 
placed homemaker projects especially noted 
the need of displaced homemakers for resto- 
ration of a sense of self-worth and confidence 
building. 

Peer support is almost universally considered 
a highly effective form of counseling. Most of 
the directors observed that peer support or 
other forms of counseling need to be continued 
throughout the program, in conjunction with 
other services such as job readiness and skills 
training. A very fev/ program directors disagreed; 
they believed that the most urgent requirement 
for displaced homemakers is to find a job, af- 
ter which other problems tend to take care of 
themselves. The majority, however, considered 
it essential to provide continuing emotional 
support. 

An example of a successful program based 
on continuing support is the Safety in Num- 
bers program sponsored by the Displaced 
Homemaker Program at the Mississippi Gulf 
Coast Junior College. Designed for students 25 
and older, the program's classes are composed 
entirely of beginning adult students of similar 
age so they can help one another with the nec- 
essary home and school adjustments. Included 
in the basic curriculum are English, math, 
reading and study skills, and the psychology 
of personal adjustment. 

Job Readiness 

This is another essential service, provided by 
all 20 projects. Small, modestly funded projects 
may not be able to do their own job develop- 
ment or job matching, but they all help to pre- 
pare their inexperienced clients for the world 
of paid work. Offering job readiness training 
in a classroom format appears to be very suc- 
cessful. It is not only an efficient use of staff 
resources, but also draws on the benefits of 
peer support. Further, the organized instruc- 
tion—having a class to go to— helps give many 
displaced homemakers a sense of purpose, 
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countering feelings of helplessness and iso- 
lation. 

Education and Training 

Most displaced homemaker centers do not 
offer skills training or education, but refer their 
clients to the appropriate educational institu- 
tion. A few (5 of 20) have offered skills train- 
ing for such jobs as word processor, clerk- 
typist, nurse's aide, and food manager, and 
brush-up courses for nurses and secretaries. 

Referring clients to other institutions for 
training has not always worked well. Berkeley 
Planning Associates found that more than half 
of the projects in the national demonstration 
program experienced serious difficulty in get- 
ting displaced homemakers into CETA train- 
ing programs, despite their own CETA spon- 
sorship. There were two problems: CETA had 
few training slots not reserved for other target 
groups; and many displaced homemakers were 
confused by the red tape and delays during the 
CETA intake process. The red tape problem 
may also arise with referrals of displaced home- 
maker clients to larger JTPA projects, espe- 
cially around questions of income-eligibility. 

Project directors would like to offer more 
training themselves, or have more influence on 
design of training courses. One director men- 
tioned the need for short-term or refresher 
training in clerical skills; many displaced home- 
makers have far too little income support to 
undertake a 6- or 8-month course. Scheduling 
of courses to meet the needs of displaced home- 
makers is also important. For example, the 
Safety in Numbers course for displaced home- 
makers at the Mississippi Gulf Coast Junior 
College offered the core curriculum in classes 
2 days a week, freeing the student for family 
responsibilities on the remaining days. 

Many project directors expressed a desire to 
encourage or offer more training in nontradi- 
tional fields; in fact two projects recently spon- 
sored training courses in electronics and in 
plastics mold injection. Needs for remedial 
education were stressed; some displaced home- 
makers must upgrade reading and math com- 



petencies before they can enter any kind of 
skills training, or even look for a job. 

Five projects that were able to establish on- 
the-job training, work experience, oi career in- 
ternships were impressed with their effective- 
ness. Short-term work experience was espe- 
cially important for women who had either 
never had a paid job, or had not had one for 
years. 

Job Placement 

The Displaced Homemakers Network, and 
project directors in general, consider job place- 
ment "a top priority and ultimate goal of pro- 
gram service." Nonetheless, limited staff and 
funds make it difficult for many projects to pro- 
vide all the placement services that they see as 
desirable. 

The majority of project directors interviewed 
(17 out of 20) said their projects do some kind 
of placement work, even if only informally. 
Several maintain job banks and keep in close 
touch with local employers or employment 
agencies about possible openings. Only four 
have staff job developers, who work on turn- 
ing up job openings that have not been adver- 
tised or listed. Several directors indicated the 
need for more staff in job development and 
coordination of job placement, especially for 
older clients. Projects that are able to get ad- 
ditional funding, either from Perkins Act 
grants or from other sources, may choose to 
add staff job developers or to obtain the serv- 
ice for their clients by contract. A number of 
JTPA projects have contracts with the local 
Employment Service (ES), under which ES 
staff develop jobs specifically for the project's 
clients. The typical displaced homemaker proj- 
ect does not have the funds to offer this spe- 
cial service to its clients. 

The kind of jobs that clients of displaced 
homemaker projects find are varied, but on the 
whole are weighted toward traditionally fe- 
male, generally low-paid jobs in the clerical, 
retail sales, and service fields. For example, a 
fact sheet from the State of Minnesota indicates 
that of the displaced homemaker program cli- 
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ents who are placed, 42 percent are in service 
jobs, 30 percent in clerical work, and 14 per- 
cent in sales. This particular group actually had 
better average pay than other working women 
in Minnesota: the median wage was $5 per 
hour for former program participants, com- 
pared to a median wage of $3.38 per hour for 
other Minnesota women. Very little other in- 
formation exists on wage rates for participants 
in displaced homemaker programs compared 
to other groups. One study of a past program 
in Massachusetts found that wage gains 
achieved through the program were minimal; 
most clients who worked before entering the 
program received the minimum wage, and so 
did most who completed the program. Of the 
project directors interviewed, most reported 
that their clients' wages were generally low, 
hovering around minimum wage. 

The most obvious explanation for displaced 
homemakers taking traditional women's jobs 
at low pay is that these are easy jobs to fill, with 
few skill requirements and frequent openings. 
As one director acknowledged, it is not clear 
that these are the right jobs for the project's 
clients, but at least they do get placed. 

Another explanation is that many displaced 
homemakers seem to gravitate toward tradi- 
tional jobs when asked their preferences. Few 
older women are interested in nontraditional 
jobs, and they generally reject training because 
they believe they will not be able to compete 
with younger, better-educated women even af- 
ter training. In any case, displaced homemak- 
ers often have little choice. Many need a source 
of income immediately. Without training sti- 
pends or loans, they are forced to accept low- 
paid jobs with little prospect of advancement. 
For women at very low income levels, public 
assistance may be the best choice financially, 
although many resist going on welfare. 

On the other hand, some of the placements 
are in a variety of nontraditional occupations. 
Some women have been helped to start their 
own businesses, sometimes unusual ones; for 
example, a group of women developed a cab 
service in an area that did not have one. One 
director reported that women used to heavy 
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work at home were not afraid of competing 
with men in physically demanding, nontradi- 
tional occupations— for instance, one woman 
took a job as a UPS delivery person. 

One of the best auguries for successful place- 
ment is a sympathetic employer, familiar with 
the needs of displaced homemakers and able 
to provide feedback to an inexperienced work- 
er on her performance. Previous acquaintance 
with an employer through on-the-job training, 
work experience, or an internship often results 
in a permanent job. 

Support Services 

Many projects provide specialized workshops 
or counseling on matters not directly related 
to job search— e.g., money management, taxes, 
insurance, housing and mortgages, legal rights 
of women, health care, single parenting, even 
automobile repair and maintenance. Few are 
able to offer substantial help in the forms most 
needed by many displaced homemakers— child 
care, transportation, and financial assistance. 
Some women who could most benefit from 
training are unable to take classes without 
some form of financial assistance— possibly 
loans, if not grants. Unlike displaced workers, 
most displaced homemakers have no unem- 
ployment insurance. Few can rely on other 
family members for support. 

A few project directors said they have some 
resources, mostly through grants and private 
donations, to provide limited financial assis- 
tance to their clients. Four programs offer 
transportation assistance; three, scholarship 
programs; three, limited emergency loans; two, 
limited training stipends; and two, child care 
at the displaced homemaker centers. In addi- 
tion, some referred clients to local community 
colleges for financial aid, and to the commu- 
nity colleges or social service agencies for child 
care available to low-income women. 

The Perkins Act of 1984 promises assistance 
in some of these areas. Under the previous Voc 
Ed law, child care, transportation assistance, 
and even training stipends in limited situations 
were authorized for displaced homemakers. It 
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appears they were rarely made available, pos- 
sibly because Federal Voc Ed funds for dis- 
placed homemakers were limited, and State ad- 
ministrators did not choose to use them in this 
way. With the increases in funds targeted to 
homemakers in the 1984 act, support services 
might be more feasible. The new law specifi- 
cally allows funds to be used for child care and 
transportation assistance. It also authorizes 
training stipends for Voc Ed students in gen- 
eral (not single parents and homemakers in par- 
ticular) but only in cases of "acute economic 
needs which cannot be met under work-study 
programs/' The consensus so far among Sex 
Equity Coordinators is that little if any Voc Ed 
grant money will be used to provide training 
stipends. 

JTPA is no more promising as a source of in- 
come support for displaced homemakers un- 
dertaking training or education in search of a 
job. In passing JTPA in 1982, Congress put lim- 
its on supportive services (e.g., child care, 
transportation allowances, and health care) 
and any form of income payment (including 
needs-based payments, under Title IIA, and 
training allowances or stipends, under ^itle 
III). Spending for these purposes, plus admin- 
istrative spending, was generally limited to 30 
percent of JTPA funding. Administrative ex- 
penses, in turn, were limited to 15 percent 
which, in effect, kept spending for income sup- 
port and supportive services to no more than 
15 percent. Private industry councils and JTPA 
program directors have generally kept a still 
tighter rein on supportive services and income 
payments than the law requires. In the JTPA 
1984 program year (June 1984-July 1985), spend- 
ing for supportive services and needs-based 
payments in Title IIA was 11 percent, and for 
similar services in Title III, 7 percent. Noth- 
ing is known of how much of these payments 
went to displaced homemakers, but since JTPA 
spending overall for this group is limited, the 
amount was certainly very small. 

A possible source of income for displaced 
homemakers during education or training is 



one of the Federal aid programs for postsec- 
ondary students. As chapter 7 discusses, these 
programs are designed primarily for financially 
dependent young people, not for adults— even 
low-income adults. Some changes that have 
been proposed in the student aid programs (dis- 
cussed in chs. 2 and 7) might make this source 
of income more easily accessible to displaced 
homemakers. However, the competition for 
student aid is extremely keen; whatever goes 
to a displaced homemaker would be subtracted 
from the pool available to young students (un- 
less, as seems unlikely, the program were en- 
larged). 

Another possibility for some displaced home- 
makers is part-time studies at night. The Per- 
kins Act offers funds to allow scheduling of 
vocational education courses to make them 
more accessible to single parents and home- 
makers. Night studies may be a useful option 
for some, especially those without young chil- 
dren at home. On-the-job training, even though 
it often does not offer genuine transferable 
training but rather is a placement device (see 
ch. 6), may still be very useful to some dis- 
placed homemakers. 

The problem of income support for people 
who need training to get a decent job with 
chances of advancement is not an easy one. 
There were abuses under CETA, with some 
people signing up for courses mainly for the 
purpose of collecting training allowances. Yet 
the dilemma of a woman who has no source 
of support but what she can earn, yet with too 
little preparation for work to get better than a 
marginal job, is a painful one. Many of these 
women cannot undertake the triple job of earn- 
ing a living, caring for a child, and training for 
a better job. It may be in the interest of soci- 
ety, as well as the personal interest of women 
such as these to make use of programs which 
already exist for income support of serious 
adult students, or to develop ones which fit 
their needs. 
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Carl D. Perkins Vocational Education Act of 1984 
(see also under displaced homemakers) 36, 47, 
70, 71-73, 74, 75-76, 81, 88, 95, 310, 313-315 
Carnegie Foundation for the Advancement of Teach- 
ing 284 
Casualwear 397 

Center for Public Resources (CPR) 280, 281 
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422, 423, 425-426, 430 
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Electronic Information Display System (EIDS) 301 
Empire-Detroit steel plant closing 262, 264 
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Florida State University 300 

Ford Motor Co. 19, 22, 25, 65, 166, 206, 237,, 241, 
258, 306, 402 

France 
banking industry 348 
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Fund fo: the Improvement of Postsecondary Educa- 
tion (see U.S. Department of Education) 



General Agreement on Tariffs and Trade (GATT) 32 
General Electric Co. 323-324 

General Motors Corp. 22, 127, 166, 206, 208, 229-230, 

254-255, 357-358, 389 
Great Britain 137-138 

employment 145, 146, 147, 151 

exchange rates 150 

labor force 145 
guaranteed student loans 40, 91, 316 

Haiti 396-397 
Hazeltine Coro. 300 

Higher Education Act 63, 90, 91,, 101, 316 
high-technology industries 

competitiveness 13, 157-158 

employment 11-13, 130, 156-158 

wages 130 
Hong Kong 395 
Hughes Corp. 207 

Human Resources Development Institute, AFL-CIO 
242 

illiteracy (see functional illiteracy) 
imports 32, 373 
demand for skills 383-385 
employment 141-142, 381-383 
income support during training (see under displaced 
homemakers and under services to displaced 
workers) 

Individual Retirement Accounts (IRAs) 266-267 
Individual Training Accounts (ITAs) 265-267 
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Weirton Steel plant (see National Steel Corp.) 

West Germany 

apprenticeship programs 215, 288, 353 

education 288 

employment 145, 146, 147, 150, 151, 152 

Humanisation of Working Life Programme 361 

industry subsidies 149 
West Virginia Institute of Technology Center for 

Adult Education 306-307 
worker ownership 213 
work organization 350, 354-362 

characteristics of new model organization of work 
356-358 

examples 358-361 

government policies 352-353, 361-362 

relation to computer-based technologies 354, 358 

Yakima, Washington, displaced worker project 228, 

229, 245, 247, 261 
Youngstown, Ohio 126-127 
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Office r f Technology Assessment 



The Office of Technology Assessment (OTA) was created in 1972 as 
an analytical arm of Congress. OTA's basic fi^nction is to help legisla- 
tive policymakers anticipate and plan for the consequences of techno- 
logical changes and to examine the many ways, expected and 
unexpected, in which technology affects people's lives. The assessment 
of technology calls for exploration of the physical, biological, econom- 
ic, social, and political impacts that can result from applications of 
scientific knowledge. OTA provides Congress with independent and 
timely information about the potential effects— both beneficial and 
harmful—of technological applications. 

Requests for studies are made by chairmen of standing committees 
of the House of Representatives or Senate; by the Technology Assess- 
ment Board, the governing body of OTA; or by the Director of OTA 
in consultation with the Board. 

The Technology Assessment Board is composed of six members of 
the House, six members of the Senate, and the OTA Director, who is 
a non-voting member. 

OTA has studies under way in nine program areas: energy and materi- 
als; industry, technology, and employment; international security and 
commerce; biological applications, food and renewable resources; 
health; communication and information technologies; oceans and en- 
vironment; and science, education, and transportation. 
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